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ABSTRACT 


During the last decade in Canada, there has been increasing 
decentralisation of the meat packing industry, in particular the beef 
packing sector, from major consumer markets towards expanding sources 
of supply in the Prairies. This feature has been particularly evident 
in Alberta. This thesis examines factors which have influenced deci- 
Sions on the choice of location for beef packing plants. The study 
elsc investigates beef packing plant operations in Alberta. 

The increasing density of high grade slaughter cattle supplies 
in Alberta nas been the main reason behind the decentralisation of the 
industry, botn in Canada and within the province itself. The negotiable 
transportation rate structure, regional differentials in wages and costs 
of utilities, and the Federal Government's regional development programme 
have also been factors in locational choice. 

Despite the continuing rise in per capita consumption of beef 
by an expanding and increasingly affluent population, over-optimisim by 
the beef packers witn regara to the rate of expansion in the livestock 
population kas contributed to a problem of excess capacity in the 
industry. The resulting under-utilisation of existing capacity appears 
to have seme adverse effects on plant costs of operation. 

The major recommendations of the study are that tnere be more 
consideration of methods to improve capacity utilisation and that the 
industry continue to acopt technological and marketing innovations and 


other potential cost savings to improve its methods of operation and 
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its profit position. There should be some reappraisal of government 
policy which should be consistent with balanced regional develcpment 
and the future economic health of the packing industry. Mcre coopera- 
tion between the maat packers and disinterested researchers is also 


recommended, 
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CHAPTER I 
INTRODUCTION 


The Beef Industry in Canada 

Over the period 1960 to 1972, beef has remained the most 
important meat in the consumer preference schedule. In 1960 per capita 
consumption of beef in Canada was 70.0 pounds and by 1971 this had 
risen to 86.9 pounds. Per capita consumption of pork, the main red 
meat substitute for beef, was 52.6 pounds in 1960 and 56.9 pounds in 
1970. In 1971 increased production and marketings of pork were asso- 
ciated with decreased consumer prices and per capita consumption 
increased to 65.9 pounds. Per capita consumption of veal, mutton, 
and lamb has been declining over this Napa (Table 1.1 and 
Bigureal, ta) 

Projections have been made which indicate that similar 
consumption trends are likely to continue. Yankowski has estimated 
that with price trends similar to those of the past, beef consumption 
will rise to 117 pounds per capita in 1980, or 113 pounds if beef 
prices increase about 5 percent above the long-term trend.¢ 

The rising per capita consumption of beef is reflected in 


rising preduction levels. The total number of cattle slaughtered in 


Statistics Canada, Estimates of Production and Disappearance 
of Meats, Cat. No. 32-220 (Ottawa: Queen's Printer, 1960-1971). 


@ Z. Yankowski, "The Intermediate and Long Term Market Outlook 
for Beef," Canadian Farm Economics, Yol. 5, No. 3 (August, 1970), pp. 7-8. 
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TABLEM IS 
PER CAPITA DISAPPEARANCE OF RED MEATS IN CANADA, 1960-1971 


Mutton and 
Year Beef Pork Veal Lamb 
Se ee (hic See 
1960 70.0 52.6 6.9 c.g 
1961 19-5 DOS 6.8 3.0 
1962 hile SOF Thea eles) 
1963 74.3 SU, 659 4.0 
1964 79.4 Dla ae 3.4 
1965 83.6 47.9 Shee) ite 
1966 84.1 46.9 7.0 3.4 
1967 84.0 53.6 Tid 3.6 
1968 Vier, 53.6 6.4 4.2 
1969 88.2 D1.9 Oa 4.0 
1970 85.6 5629 4.4 She) 
197] 86.9 Geo 4.4 3-3 


Source: Statistics Canada, Estimates of Production and 
Disappearance of Meats, Cat. No. 32-220 (Ottawa: 
Queen's Printer, 1960-1971). 
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Canada rose from 2,213,403 head in 1960 to 3,088,808 head in 1971. In 
Alberta the increase has been very rapid, rising from 468,531 head 
in 1960 to 1,048,067 head in 1971. 

The location of the meat packing industry has also been 
changing over time. Packing plants have been moving from major popula- 
tion and consumption markets in Eastern Canada towards sites at the 
expanding sources of beef supply in the Prairies. The meat vacking 
industry has annual sales of about 2 billion dollars and ranks as 
the third largest of all manufacturing indus tries .¢ Table 1.2 indi- 
cates the geographical redistribution of packing plants over the last 
ten years and the associated snifts in ane amen and value of shipments. 
Comparison of the number of plants by province, nowever, can be mis- 
leading because the categories of plants may vary under different 
provincial inspection systems. 

As at March, 1971, Canada Packers had total investments of 


$35,579,000 in Alberta, made up as follows:° 


Fixed assets Current assets Total 
(at cost) ($'600) 
Meat packing plants $15,074 $12,962 $28 ,036 
Other operations Moo L0 Je00d 75943 
Total $19,050 $16,529 3355079 


Statistics Canada, Livestock and Animal Products Statistics, 
Cat. No. 23-203 (Ottawa: Queen's Printer, 1960-1970). Also, Statistics 
Canada, Livestock Estimating Unit, Agriculture Division (unpublished 
information, Cttawa, 1972). 


¢ The Meat Packers’ Council of Canada, Meat 1971-72 ({slington, 
Ontario: The Meat Packers' Council of Canada, 1972), p. 3. 


3° Company information, 1972. 
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About two thirds of the $19,050,000 investment in fixed assets 
in Alberta has been committed over the past ten years and $15,074,000 
of this $19,050,000 has been invested in meat packing plants, as is 
indicated below: 


Meat packing plants 


Total as at March, 1961 $6,004 ,000 
Additions 1962-1966 13726,000 

1967-1971 7,344,000 
Total as at March, 1971 $15,074,000 


In 1971 the Swift Canadian Company's cperations in Alberta 
were made up as follows: | 


Total expense--including purchase of livestock $95,000,000 
wages and salaries, supplies, utilities, etc. 


Sales of Alberta product in other provinces $49 ,000 ,000 
Total investment in fixed assets $17,009,000 
Estimated capital cost of a new plant in 1970 $ 3,551,000 


The shift of meat packer investment to Alberta appears to be continuing. 


Problem Definition 
The meat packing industry in Alberta, in particular the beef 
packing sector , seems to have been facing two main problems: the 
existence of considerable excess capacity and aileged low profit margins 
on beef slaughtering and packing. The amount and location cf capacity 
available may now be affected by the impact of Federal Government 


policy, as conceived in the programine of the Department of Regional 


| Company information, 1972. 
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Economic Expansion. Under-utilisation of capacity may be contributing 
to a problem of inefficiency in packinghouse operations, with consequent 
adverse effects on plant costs and profit positions. 

The decentralisation of beef packing plants from consumer 
markets towards expanding sources of supply in the Prairies could, 
perhaps, nave been expected to lead to higher levels of capacity utili- 
Sation. ‘Yet, current industry estimates suggest that many plants may 


| These estimates 


only be operating at 50-60 percent of kill capacity. 
corroborate calculations made in previous studies which all agree that 
the slaughter capacity in the Prairies will be adequate to meet the 
requirements in 1980, if present slaughter trends continue. Nicholson 
estimated that Canada had an average of 44 percent excess cattle 
Slaughter capacity in 1961.° In 1967, Bronson cconcluded that this 
estimate was probably too low since slaughter capacity has continued 
to increase faster than the numbers of livestock killed.? 

Table 1.3 indicates the amount of new packing plant capacity 
recently constructed and under construction or consideration in Alberta. 

Confidential industry information for Alberta, 1972. Utili- 
sation of kill capacity is measured against the ultimate potential of 
moving line facilities on the slaughter floor, but this limit can also 
vary by single or double shift and the number of men in a gang. Precise 
specification of "capacity" is, therefore, complex. 

 R. C. Nicholson, Livestock, Meat and Farmers, Publication 
No. 101 (Saskateon: University of Saskatchewan, Department of Agricul- 
tural Economics, duly, 1965), p. 90. Historically, the amount of excess 


capacity in the meat industry has arisen because of the large seasonal] 
fluctuations in beef cattle marketings and siauchter supply. Packers 


required sufficient plant capacity to cope with peak supply periods. 
H. £. Bronson, Canadian Meat Packina and Farmer Organisation 


3 


(Saskatoon: University of Saskatchewan, October, 1967), p. 15; see also, 
Management Research Associates, The Potentials and Requirements for Future 
Developments of the Livesto tock Indus try in Western Canada (Corvallis, 

OG), p. 214. 
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If the estimates of capacity requirements made in the studies previously 
cited are reasonably accurate, this increase in slaughtering facilities 
can only exacerbate the present excess capacity problem. A past presi- 
dent of the Meat Packers' Council of Canada expressed the problem in 

the following way: 


The meat packing industry in Canada has always been plagued 
by excess plant capacity... Right at this moment the meat 
packing industry in Alberta has the capacity to handle 25,000 
cattle a week but, in 1970, the average weekly slaughterings 
in Alberta were only 17,000... Despite this tremendous 
excess capacity in Alberta, we have seen in the past year and 
a half, the opening of a new cattle slaughtering plant and the 
reactivation of another which had been ciosed... Qn top of 
all this we now face three more new bee* plants in Aiberta... 
For all practical purposes the supply of cattle is fixed in 
the short run and changes only slowly in the long run. The 
three new plants, therefore, cannot tap any new supply of 
livestock. They can only try to take cattle and hogs away 
from existing plants. 


Comments from within the industry indicate that, in several 


cases, insufficient research has been carried out before proceeding 


2 


witn development plans.” It also appears possible that a distortion 


of the locational advantage of selected sites has occurred because of 
federal government capital investment grants and incentives in desig- 
nated areas.” The industry feels that the feasibility studies with 
respect to these grants are inoperative, inaccurate or inadequate, 


so that, “under these circumstances, our industry has a right and 


Acv.E. Child, Pres identcs *Addyess ah OUeedangs ope the 


] 


Meat Packers' Council of Canada, 5ist Annual Meeting, Calgary (islington, 


Ontario: the Meat Packers’ Council of Canada, February, 1971), pp. 6-7. 
2 


Confidential industry information, Alberta, 1972. 


Department of Regional Economic Expansion, Canada Develop- 
ment Incentives for Industry in Designated Regions and Special Areas 


(Ottawa: Information Canada, 1971). 
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! It would seem from this, 


to protest this use of the taxpayers' money." 
that there is a problem of communication and of reaching agreement 
between the government and the meat packers over the most economically 
rational policy for the industry in future. 

The packers also claim that the earnings from beef operations 


are low and they imply that the under-utilisation of existing capacity 


contributes to this unfavorable profit position. 


The Objectives of This Study 

The study seeks to examine factors responsible for the trend 
in the beef packing industry towards decentralisation and dispersal 
nearer to sources of supply. The variables affecting the locational 
advantage of Alberta to the packing industry will be considered. It is 
hypothesized that: 

1. The changing location of regicnal beef cattle production 
is the major factor which has influenced packing plant decentralisation 
over the last decade. Examination of this hypothesis will include 
consideration of the regularity and density of available slaughter 
Supplies by region. 

2. The freight rate structure by rail and road, with 
respect to beef products and live cattle shipments, is also a major 
factor in locational choice. 

3. Future population distribution and income trends are the 
major factors encouraging continued expansion of the livestock-meat 


industry as a whole. 


) child, op. cit., p. 7. 
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4. Under-utilisation of plant capacity contributes to opera- 
tional inefficiency and low profit margins in beef packing. 

5. Subsidisation of capital and labour in the meat packing 
industry by the government, in the programme of the Department of 
Regional Economic Expansion, has not encouraged an optimal pattern 
of packing plant location in Alberta. 

6. Regional differentials in wages and costs of utilities 


are additional factors influencing choice of piant location. 


General Method of Approach 

Chapter Two discusses location theory as it relates to the 
beef packing industry with respect to the present situation in Canada 
and in Alberta. A brief literature review on the topic is included. 
Chapter Three attempts to estimate the location and quality of potential! 
cattle slaugnter supply by province, making adjustments for (a) inter- 
provincial movements of livestock and (b) imports and exports, both of 
live cattle and of beef products. Other elements which may influence 
the choice of packing plant sites such as the provincial supply inven- 
tory--the levels of cattle marketings and the numbers of cattle on 
farms--are also considered. The surolus or deficit status of each 
province is astimated for the period under review. Included in 
Chapter Three, also, is an examination of the role of the transportation 
system by rail and road, which is hypothesized to influence locational 
choice. The supply and demand data used were taken from secondary 
sources. The transportation information was obtained from the Transport 
Research and Development Branch of the Alberta Department of Industry 


and Tourism, the Canadian Pacific and the Canadian National Railways. 
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Cnapter Four analyses the present situation in the livestock- 
meat industry within Alberta, partly using secondary data and partly 
using information collected from interviews and a questionnaire. Supply, 
demand, cost conditions and other elements in the current situation 
confronting the industry are examined and operational efficiency is 
discussed. Chapter Five has a recapitulation, comments and conclusions 


on the findings of this study on the Alberta beef packing industry. 
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CHAPTER II 
RELEVANT LOCATION THEORY 


This chapter considers those areas of location theory which are 
relevant to the operation of an agricultural processing industry. The 
discussion is then related to the meat packing industry in Canada and 
in Alberta and a survey of the North American literature and research 
which has been done relating to the meat packing industry is presented. 

Given the assumption that the main objective of a business 
enterprise is the maximisation of profits, it would appear that producer 
preference for a particular location is influenced by the stability, 
security and potential of the rate of earnings at that site. Net revenue 
is determined by any economic attributes or disadvantages of that lecation 
with respect to costs of raw material procurement, costs of labour, utili- 
ties, transport, and distribution. Adjustment to cnange necessitates 
constant reappraisal of operational decisions, which may be affected by 
the spatial location of economic activity. Any theory of location, 
therefore, shoula attempt to incorporate dynamic parameters such as 
technological chang es in methods of production, in transportation, communi- 
cation, and aistribution. {Isard argues that any business enterprise subs- 
titutes among various outlays and revenues when it selects the goods to be 
oreduced and where to produce them, such that net revenue can be maximised 


ar Cosh 1 
within a situation of constraints which vary by region. 


W. Isard, Location and Space Economy (New York: The Technology 
Press of the TEC oes “Trastitute of fechnoloay and John Wiley & Sons, 
Une 21956), pp. 90, 110-119; 
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Costs of Operation of an Agricultura! Processing Industry 

The total costs of operation of such an industry may be con- 
sidered as a combination of outlays for procurement, processing and dis- 
tribution. With respect to procurement cost, locational advantage may be 
measured by the level of all costs incurred in obtaining various quantities 
of tne required raw material inputs in their necessary relative proportions. 
Locational processing advantages may be measured by production costs, which 
are determined by the prices of all factor inputs and the quantities 
and qualities needed per unit of output. Externalities may also exert 
an influence. Plant distribution costs may be measured by the costs of 
satisfying demand at any point of consumption, in other words, how much 
the plant can expect to sell at various levels of realized price per unit 
of product, after deduction of selling and delivery expenses. 
Procurement Cost 

Since procurement cost is a major determinant of the locational 
advantage of any site, a processing plant will seek an effective "collec- 
tion" centre from which can be secured a dependable flow of adequate 
Supplies at the least possible cost. The impact of differences in pro- 
curement costs has been considered in more detail by various studies and 


| With a constant density 


has been embodied in some plant location models. 
B.C. French, L. lb. SammetvandeR.aG. Bressler: Jr., “Economic 
Efficiency in Plant Operations with Special Reference to the Marketing 
of California Pears," Hiloardia, Vol. 24, No. 19 (Berkeley: University 
of California Agricultural Experiment Station, July, 1956); W. R. Henry 
and J. A. Seagraves, "Economic Aspects of Broiler Production Density," 
Journal of Farm Economics, Vol. 42 (February, 1960), pp. 1-17; G. A. King 
ana S. H. cogan, “Optimum Location, Number and Size of Processing Plants 
with Raw Product and Final Product Shipments," Journal of Farm Economics, 
Vol. 46 (February, 1965), pp. 94-108; B. C. French, "Some Considerations 
in Estimating Assembly Cost Functions for Agricultural Processing Qpera- 
tions," Journal of Farm Economics (November, 1960), pp. 767-778; J. F. 
Stolisteimer, “A Working Model for Plant Numbers and Locations," Journal 
of Farm Economics, Vol. 45, No. 3 (August, 1963), pp. 631-645; R. G. 
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of production, raw material volume obtained by the plant will be a 
function of the size of the supply area and collection costs will tend 

to increase with distance. The relationship between volume of supply and 
collection costs, however, depends on density of production. Figure 2.1] 


illustrates the possibilities as interpreted by Bressler and King. 


FIGURE 2.1] 


THE EFFECT OF VOLUME AND PRODUCTION DENSITY 
ON TOTAL COLLECTION COSTS 


low density 
/ high density 


o- 


=. 


ee 
volume col lected 


O total collection cost 


Source: R. G. Bressler and R. A. King, Markets, Prices 
and Interregional Trade (New York: John Wiley 
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Figure 2.1 indicates that collection or procurement costs increase 
more rapidly with a lower density of production, reflecting the greater 
distances involved in obtaining a given quantity of supply volume. The 
effect of a number of competing plants serving the same producing area 
would tend to reduce procurement costs as the number of plants increased, 
since each would have a smaller supply area. At the same time, the 
processing costs would increase since each plant would possibly obtain 


a volume too sriall to exploit fully, all possible internal, technical 
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economies of scale. The optimum number and location of plants would be 
determined when the reduction in assembly and procurement costs is just 
offset by the increase in processing costs as the number of plants 
increases, | 

Processing Costs) 

Processing or production costs are determined by the quantities 
and prices of factors of production, and by the efficiency with which the 
firm uses these factors of production. If regional differentials exist 
inthe prices of some factor inputs, such as labour, fuels and transport 
services, this may lead to differences in production costs of firms 
related to their location. It is assumea that the firm will seek to 
maximise profits. 

Fixed or overhead costs may be defined as those costs which 
cannot be altered in the time period considered. In the short run when 
the firm cannot vary its fixed resources, its fixed costs are constant. 
This includes the cost and maintenance of capital equipment, plant 
insurance and basic management costs. Variable costs are associated 
with the variable factors of production; they rise as the firm's output 
increases, since increased output requires increased inputs of variable 
resources. In the long run, as the firm has the opportunity to vary 
its scale of plant, all factors of production and costs are variable. 

In Figure 2.2, ATC represents the average tetal cost function 
of a firm; AFC represents average fixed costs ‘total fixed cost divided 


by output); AVC represents average variable cost (total variable cost 
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Bressler and King, op. cit., p. 146. 
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FIGURES 2c 
A. TYPICAL Se (@0b COST SCURVES 


ATC 


C05. 


AVC 


AFC 
Output per unit of time 


Source: C. E. Ferguson, Microeconomic Theory (Revised 
edition. Georgetown, Ontario: Irwin-Dorsay 
Rice 69) s0eeal oor 
divided by output); and MC represents the marginal cost function. The 
AFC curve is negatively sloped since, as output increases, the ratio of 
fixed cost to output must decline. Where fixed costs are a major com- 
ponent of total costs, a firm has an incentive to reduce fixed costs 
per unit of output by spreading the fixed costs over more units of output. 
Average variable cost generally declines until a minimum is 
reached and thereafter increases. Its shape is governed by the tenets 
of production theory and reflects the shape of the average product curve 
which increases to some maximum point before declining. Average total cost 
will decline until it reaches a minimum point at a higher output level 


than the minimum of the AVC curve, and then it increases. The larger are 
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fixed costs before the minimum point on the average total cost curve is 
reached, and the more rapidly variable costs increase after this point, 
the more pronounced wiil be the U-shape of the short run average cost 
curve. 

The marginal cost curve will decline and then, reflecting the 
law of diminishing returns, will rise as the marginal product eventually 
falls. ! Marginal cost is defined as the change in total cost resulting 
from a one-unit cnange in output. 

The Long Run 

In the long run all inputs are variable. Ferguson emphasizes 
the importance of the "planning horizon" aspect of the long run.< In the 
long run, entrepreneurs may plan and choose many aspects of the short 
run in which they will operate in the future. The long run therefore, 
consists of all possibie alternative short run situations from which an 
entrepreneur may choose. This serves as an intuitive explanation under- 
lying the feature that every point on the long run average cost curve 
(LRAC} is a point on each of the short run average cost curves which 
it "envelopes." In the jong run a firm can be expected to choose 
that scale of plant capable of producing an expected level of output 
at the lowest unit cost. 

Other considerations, however, impinge on the decision on 


the scale of plant to be adopted. This is pointed out in Figure 2.3 


! Marginal cost at each level of output indicates the rate 
of change (or slope) of the total cost curve (and of the tota! variable 
cost curve) at that output level. 


Cn CHEER Ferguson, Microeconomic Theory (Revised edition. 


Georgetown, Ontario: Irwin-Dorsay, Ltd., 1969), p. 198. 
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FIGURES? 3 


SHORT RUN AVERAGE COST CURVES OF PLANTS OF DIFFERENT SCALES, 
AND THE LONG RUN AVERAGE COST CURVE 


cost 


0 My Xy Mo X» Me Output per unit of time 


Source: C. E. Ferguson, Microeconomic Theory (Revised 
edition. Georgetown, Ontario: Irwin-Dorsay 
Ltd., 1969), pp. 199-200. 
Assume that the short run average cost curves SAC)» SACo and 
SAC, (Figure 2.3), represent scales of plant that are small, medium and 
large, respectively. If the firm expects the most profitable output 
will be OM, the plant with SAC, will be built. if the anticipated 
most profitable output is OM, then the plant with SAC, will be chosen. 
The choice would be more difficult for outputs 0X, and OX., since two 
plants can produce each output at the same average cost. A smaller 
plant might be chosen because it represented a smaller investment. 


However, the larger plant would be able to exploit any potential increases 
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in demand. Conversely, the smaller plant would be less vulnerable to 
reductions in demand,fluctuating supply conditions or any shortage of 
variable inputs. In other words, considerations other than that of 
achieving the least cost output may impinge upon the decision. OM, 
is the minimum cost output of plant SAC 35 which is the only plant (as 
illustrated above) where short run average minimum cost coincides with 
long run average minimum cost.! 

Figure 2.4 shows the relationship between short run and long 


run cost functions. 


FIGURE 2.4 


SHORT AND LONG RUN PLANT ADJUSTMENTS 
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Source: C. E. Ferguson, Microeconomic Theory (Revised 


edition. Georgetown, Ontario: Irwin-Dorsay 
bid: 51969) 5.p.. 205. 


Perguson, Op.) cit., p. 199=200; 
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Curves I, II, and III depict isoquants and A, B, and C depict 
equilibria points of tangency with the isocost curve lines shown as LG, 
LG), and LoG53 thus the line OABC traces out the expansion path. Assume 
that a firm of fixed scale KK, producing output at level II, is ata 
point B on its expansion path. If the firm wishes to expand output to 
level III, in the long run it will move to C with the associated total 
cost represented by the isocost line L5Go. Because the plant scale is 
Fixed at KK in the short run, however,the firm must move to C) to achieve 
the desired level of output and this involves the higher total cost 
represented by the isocost line SoRo. Conversely, if a firm operating 
at B wishes to reduce output to level I, in the long run it will move to 
A with costs represented by the line LG, but in the short run the fixed 
resources constrain the firm to move to A] with tne higher level of 
costs represented by the line SR. When plant scale can be altered in the 
long run, tne least cost output can be achieved. 

Economies of Scale 

The curvature of the long run average cost curve (LRAC) is 
governed by the existence of constant, increasing or decreasing returns 
to scale. If returns to scale are constant, an increase of a given 
proportion in the resources used by a firm will increase the firm's 
Output in tne same proportion. If returns to scale are increasing a 
given proportionate increase in the resources used will increase output by 
a greater proportion. If returns to scale are decreasing output will 
increase less than in proportion to the proportionate increases in the 
inputs used. 

A major reason for such eccnomies is the increase in productive 


efficiency or a more sustained increase in the marginal product of labour, 
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which arises from the division and specialisation of labour. Also, 
indivisibility of some "lumpy" factors of production in the short run 
usually results in a firm's being unable to capture potential economies 
of scale,unless its operations are sufficiently large to fully utilise 
those "lumpy" factors--for example, units of capital equipment. If 

a firm's operation is small and the level of output is not large 

there may be some excess capacity. 

At some point, as the scale of a plant is increased, the LRAC 
curve is generally assumed to rise due to diseconomies of scale. For 
example, there may be problems of management in the coordination and 
Supervision of large plants. In production processes where economies 
of scale are not large, diseconomies may cause the I.RAC curve to rise 
at smaller volumes of output. Conversely, the scale economies may be 
so great that the LRAC curve may continue to decline after diseconomies 
begin to have an effect. It may be the case, however, that most economies 
of of scale can be captured at a moderate scale of operation, but the 
effect of diseconomies may not be apparent until output is much larger. 
External Economies 

Alleged external economies are not normally quantifiable by 
the measures used for internal economies. External economies of scale, 
which can influence the level of processing or production costs, are 
outside the control of the individual firm. The external economies may 
be of a pecuniary cr a technical nature. Pecuniary external economies 
for example, may arise from cost advantages in the procurement of large 
volumes of inputs. External technical econoinies nay be related to the 
size of the industry or the character of the region in which a firm 


is located. Some external technical economies in an industry tnay 
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arise from agglomeration or urbanisation economies (from banking and 
insurance services, or the availability of specialised transportation 
services used by the industry). 

It is assumed that a firm will consider all economies of scale 
both internal and external, whenever a locational shift of production is 
contemplated. Such a locational shift, for example, usually involves 
a trade off between the expense and effort involved and the disruption 
of establisned trade contacts, and the greater advantages of a new site 
with lower production and processing costs in the long run. Whether such 
a shift is made depends on a comparison of deficits at the present loca- 
tion, with total costs involved in the selection of a possibie alterna- 
tive and taking account, also, of any recoverable costs via the disposal 
of fixed assets at the present location. 

Distribution Costs 

This component of plant operating costs is related, in particular, 
to transportation costs. An important concept is the marginal cost per 
added mile per unit of product. The Weberian analysis considers plant 
location and distribution of output in terms of the relative strengths 
of attraction of raw material sources and consumption markets as these 
operate through transportation costs. ! 

Tne localised weight of material deposits encourages plant 
location near to sources of raw material supply, while the weight of the 


product at the place of consumption influences choice of site in relation 
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to the market. Ubiquities, such as water, only influence the locational 
figure in their manufactured form within the product, since Weber defined 
a ubiquity to be a factor of production available anywhere. Thus defined, 
a ubiquity has no weight as a localised material. The solution to loca- 
tional choice can be found by employing the material index, which is the 
proportion of the weight of localised material to the weight of the pro- 
duct. This index determines the total weight per unit of product to be 
considered for movement within the locational figure in any kind of pro- 
ductive process, since it indicates now many weight units of localised 
material have to be moved in addition to the weight of the product. 

This concept Weber called the "locational weight" of an industry. 

Two factors determine the material index: the size of the weight losses 
of localised materials used in the production process and the weight of 
the ubiquities used. The more weight that is lost in the production 
process, the more the material index increases, while each additional 


| An 


ubiquity used decreases it (since these are available anywhere). 
industry with a high locational weight and a material index greater than 
one will tend to locate at the source of materials, while an industry 
with an index of less than one will tend to locate at the place of 
consumption.¢ 

As Isard emphasizes, one of the most serious faults of tne 


Weberian analysis is its inability to encompass realistic transport rates 


which are less than proportional to distance and also its disregard of 


ee ee 


| By definition, therefore, in Weberian terms, they have no 
weight as locaiised materials. 


é Weber, op. cit., pp. 61, 63-64. 
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terminal charges. | 


It was Hoover, however, who earlier gave a clear 
exposition of the influence of transport cost differentials on locational 
choice.* Such costs depend on the type of commodity, the volume of 
traffic and the distance. He also emphasized the importance of less than 
proportional increase in cost with distance, reflecting the effect of 
economies associated with longer hauls and the independence of terminal 
and loading charges of length of haul.° These factors encourage a plant 
to balance the relative advantages of locating either at the source of 
supply or at its market to eliminate short hauls and double loadings 
at intermediate points, unless such points are junctions or transship- 
ment points for various transport media. Thus, he shows that transfer 
agencies such as road haulage companies, with low terminal charges, 
compete effectively for shorter nauls, but the rapid rate of increase 
in cost with distance beyond a certain point shifts the competitive 
advantage to the railways, wnich have lower line haul costs. Figure 2.5 
explains this situation. Figure 2.6 explains Hoover's restatement of 
the Weberian conclusion that early stages of production will be located 
at the source of materials while later stages will be iccated nearer 
markets. 

In Figure 2.6 the lines a and b indicate a possible impact 
of procurement and distribution cost. In this example, the more rapid 


increase in procurement cost pulls the plant towards the material source. 


' Isard, op. cit., pp. 108-109. 


HOOVeY, Op.ecit., Dy 15. 


Hoover, op. cit., p. 19. Nonproportionality of rates to 
distance occurs because schedules are usually simplified into blocks | 
of uniform rates over a specified distance range. 
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COMPARISON OF MILEAGE-COST SCALES FOR DIFFERENT 
TRANSPORT MEDIA 
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Source: E. M. Hoover, The Location of Economic Activity 


(New York: McGraw HilTT, Inc., 1948), p. 20. 


FIGURE 2.6 


PROCUREMENT, DISTRIBUTION AND TOTAL TRANSFER COSTS PER 
UNIT OF PRODUCT BETWEEN SUPPLY SQURCE AND MARKET 


(atb) Total Transfer 
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source; Eo Me. Hoover, [he Locationvot Economic: Activit 
(New York: McGraw-HilT, Inc., T948), p. 30. 
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Review and Discussion of Literature 
Tt has generally been agreed that most of the trends in Canadian 
agriculture and the parameters which influence its development closely 
parallel the situation in the agribusiness sector in the United States. 


In agreement with MacEachern, the following discussion of recent research 
] 


endeavours considers agriculture in a North American context. 
Considerable research has been concerned with the North American 
transportation system, insofar as it has affected the development of agri- 
culture. A traditional academic conclusion suggests that transportation 
plays a key role in the location of agricultural production and in 
marketing. Wilitams and Stout maintain that transportation, inter-area 
communication, in-transit product preservation and quality standards are 
interdependent and that these have given the United States many of the 
characteristics of a single market. The interdependence has encouraged 
agricultural prices to approach tne perfect market standards, such that 
price differences between markets tend to approximate the costs of 
transfer between then. ss There are exceptions to this rule, however, in 
the Canadian context. Wiliiams and Stout consider the absalute level of 
transnortation rates important in determining the geographical location 
of production, since length of haul to market has generally risen for 
all farm products owing to technological advance in transportation. 3 The 
1 


G. A. ee ee Brospects fom Beet. Pork and Grain Produc- 


ee eee ee nN Ie mY —— 


anada, Three Papers (Ottawa: Agricultural Economics “Council of 
569 J) aps. 644 
2 


tion in C 
Canada, |< 


W. F. Williams and T. T. Stout, Economics of Livestock-Meat 
Industry (New York: MacMillan Company, 1964), pp. 13-134, 
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traditional view of transportation is exemplified in the following state- 
ment: 
Transportation rate structures ... are among the principal 
determinants of the location of processing facilities. Freight 
rates and dressing percentages, shrinkage and other forms of 


weight loss on livestock, for instance, haye largely determined 
tne iocation of the meat packing industry.! 


A more recent transportation study, however, takes a different 
view. Wilson and Darby argue that, while the essentials of the Williams- 
Stout viewpoint may be Sacee it 1s easy to anucternive the importance 
of transportation. ¢ The causal nexus between freight rates and the 
extent of the market can be broken at many points in that price (perhaps), 
quality, nature of the commodity, sales effort, tastes, and preferences 
need not necessarily ve tied rigidly to freight rates. Even the impor- 
tance of freight rates relative to price varies substantially among 
commodities. These authors conclude that: "The grand transport mystique 
is therefore largely false as a generalisation."® 

Wilson and Darby also explain the peculiarities of the Canadian 
transportation situation, some of which have influenced, to some extent, 
the location of the beef packing industry. There is an imbalance in the 
directional flows by type of shipment. Prairie exports tend to be products 
of low value in relation to bulk, whereas goods from Eastern Canada have 


a higher value per pound shipped. This means that a higher transfer cost 


' Ibid., p. 325. 


¢ G. W. Wilson and L. Darby, Transportation on the Prairies, 


. aes : ‘ SSG Pay a Se 
Supporting Study No. 2 (Indiana: prepared for the Roya! Commission on 
Consunier Problems and inflation, 1968), p. 14. 
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Ibid. 
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on finished goods is a smaller relative addition to the total delivered 
cost, as such goods command higher prices. In other words, the types 

of goods which constitute a large proportion of Prairie exports "bear" 

a lower proportion of the overheads of the transportation system as they 


l Such a situation still remains despite 


will "bear" lower freight rates. 
the advance in transportation technology, which has tended to be an equal- 
ising factor in regional competitive advantage and has, no doubt, been 
partially responsible for the locational shift of the meat packing 

industry to Western Canada. The literature does not tend to emphasize 
causation in the opposite direction--that, in fact, the demand for rolling 
Stock on a particular route and the volume of traffic will determine the 
level of freight rates. The influence of the transportation system from 
this point of view is discussed in Chapter Three of this study. 

The relationship between the livestock-meat industry and the 
production of grain has been documented by the work of the Agricultural 
Economics Research Council of Canada.¢ The general conclusion from the 
literature appears to be that beef production tends to be the most supply 
oriented of all the livestock enterprises.> Tt is further explained that 
in the past the beef slaughtering and packing industry has tended to follow 


cattle production, although such adjustments have frequently lagged 


considerably." 


DUG reO sal 


2 T. €. Kerr, An Economic Analysis of the Feed Freight Assistance 
Policy (Ottawa: po Sura a cConomics Research Council of canada, Septem-_ 
ber, 1966), p. 34; see also, is Leronl, G. A. MacEecnern and H. 
Vanaermeulen, Grain and Feed ae nsportation Benefits and Burcens (Ottawa: 


Smo remem 


Agricultural Economics Research Council of Canada, February, 19/0), pp. 1-3. 


i Kerr, 0p..cit., pp. 33-34, 
Williams and Stout, op. cit., pp. 82-83. 
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Gne reason for such lags is that the investment in packing plant 
equipment is not easily nor quickly transferable to another location. 
short run immobility of fixed investment helps to explain interregional 
shipments of livestock in Canada to obtain a balance between consumption 
demand, marketings for slaughter and actual slaughter. With regard to 
the American beef packing industry, Butz and Baker have commented that 
the construction of smaller, specialised plants would appear to suggest 
that the economies of size in packing and processing are only moderate. | 
The benefits of economies of scale are unlikely to be captured if the 
industry's capacity is under-utilised, a feature which has been histori- 
cally evident both in the United States and in Canada. This problem, 
with its contribution to operational inefficiencies in meat packing, has 
received attention in recent years.< Some studies have concluded that 
under-utilisation of facilities may place a greater burden on larger 
plants with higher overheads. 

Related to tne capacity utilisation problem are the relatively 
moderate capital requirements needed to enter the packing industry, ° 
which nave contributed to the growth of smaller, independent packers in 
the North American meat packing industry. In addition, the use of 


federal grading systems has ailowed buyers to select meat without 


en ne ee es ee 


Oey EemButz and Gale bakerwwadie.) ine siiangingestructuner of, 
the Meat Economy (Boston: Harvard University Graduate School of Business 


idminiscracion, 1960}, p. 69. 


é Nichoison, op. Cithe, 10 rus Bronson, OpnGi Taz p. ion 
Management Research Associates, Oregon, op. cit., p. 214, Child, op. 
Cito epi oe. 
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A.J.E. Child, Economics and Politics in U.S. Banking and 
Other Essays (Saskatoon: Midwest Litho Ltd., 1965), p. 107; see also, 
Appendix 0, table 0.4.2. 
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visiting many distant packing houses, since they are assured that graded 
meat is of standard quality. Such a development has also favoured the 
expansion of meat sales from smaller, independent packing firms. 

A feature of all the cited literature is the lack of a defini- 
tive and penetrating analysis of the industry's costs of operation and 
its operational efficiency. The blame for this omission must be shared 
both by researcners, many of whom the industry feels are merely casual 
observers witn inappropriately designed projects, | and also by the meat 
packers themselves, who are still reluctant to divulge the necessary 
information for such an analysis. In most of the literature cited 
above, there is a constant lament that "available data are inadequate 


for a thorcugh review of changes in operational efficiency, regional 


differences, or differences by size or type of plant." On the 


subject of costs, Williams and Stout have presented the most detailed 


data. Other sources of information can be found in two reports of 


government enquiries concerning the meat packing industry in Canada.° 


The information that is available is generally too nighly aggregated 
to facilitate a precise analysis for any particular region or sector 


of the industry. 


| H. K. Leckie, "Canada's Meat Packing Industry" in "Canada's 
Beef Industry. Proceedings of tne Canadian Agricultural Economics Society, 
Banff, Alberta, June, 1970," Canadian Journal of Agricultural Economics 
(Edmonton, Alberta: CAES, 1970), p. 21. 


Wildiams and Stout, op, cit. 0p... 368. 


Ibid., pp. 366-373, 619-347; also, Canada, Department of 
Justice, Restrictive Trade Practices Comnission, Report Concerning the 
Meat Packing Industry and the Acquisition of Wilsil Ltd. and Calgar 
Packers Ltd. (Uctawa: Queen's Printer, 1961); Special Joint Committee 
of the Senate and House of Commons on Consumer Credit, Submission and 
Exhibits by Canada Packers Ltd. Hearing No. 16, Tuesday, November 8, 
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36 
Summary 

In the Canadian situation the variables to be considered in 
a choice of beef packing plant location are likely to involve a substitu- 
tion among all inputs, as Isard has suggested. For example, a plant must 
decide whether to pay more for procurement of cattle, or whether to pay 
more for the transportation of the finished beef products over the long 
distances between the Prairies and the consumption markets. It will 
constantly seek the least cost combination of such outlays. Of parti- 
cular importance is the relationship between the density of material 
Supplies, tne extension of plant supply areas, and collection or procure- 
ment costs. Internal plant economies are probably relevant to an expla- 
nation of the problems of capacity utilisation and its effect on opera- 
tional costs. 

Assuming that few problems are encountered in the availability 
of variable inputs such as slaughter cattle, the technology of the meat 
packing industry is probably such that the capital required to enter the 
industry is moderate. Similarly, the economies of scale are captured 
at moderate levels of output. If, however, there are shortages of 
variable inputs the firm may be forced to operate on the portion of its 
snort run average cost curve which is still declining--in other words, it 
may be unable to reach the minimum point on the curve which represents the 
minimum cost output. For example, the consequent lack of sufficient units 
of output may mean that fixed costs cannot be reduced to a minimum per 
unit of output. 

The impact of government policy may be an additional factor 
affecting the choice of packing plant location. This has not been dis- 
cussed by the literature in much detail. The establishment of the Depart- 
ment of Regional Economic Expansion in 1969 and the impact of its programme 


on the meat packing industry in Canada merits examination. 
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CHAPTER III 


THE COMPETITIVE POSITION OF THE CANADIAN PROVINCES 
WET RESPECT TO THE BEER INDUSTRY 


Factors Which Influence the Choice of Location 

of a Beef Packing Plant ~ 

The Objective Of this Chapter 1s to consider factors affecting 
the locational advantage of Alberta to beef packing plants. Criteria 
on which a choice of location could be made might include the following 
considerations: 

1. The availability cf an adequate supply of slaughter cattle 
at the proposed location. 

2. The availability of supply of a high and consistent quality. 

3. The number of beef animals marketed during the year in 
the area of the proposed plant location. 

4, The number of cattle on feed and feeder cattle purchases. 

5. The number of beef cattle on farms. (Points 3, 4, and 
5 will affect a packing firm's expectation of the continuity of future 
Slaughter supplies for a plant.) 

6. The level and distribution of consumer demand for beef in 
relation to the praposed plant location. 

7. the transportation system, including transportation tech- 
nology and the freight rate structure, both of which may affect the 
ability of a beef packing plant to distribute its products to consump- 
tion centres. 


8. Costs of shrinkage on livestock and beef products in transit. 
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Supply Considerations 
The first problem is the estimation of beef cattle output 
potentially available for slaughter by province of origin, to the beef 
sector of the meat packing industry in Canada. Statistics Canada data 
for inspected and uninspected slaughter were used (Appendix A, Table 


(als Sie rp ey (ee) Me 


To obtain more accurate estimates of provincial output, 
the total slaughter figures, as shown in Table 3.1, must be adjusted 
to account for interprovincial movements on livestock and imports and 
exports of livestock and beef products. Published data on slaughter 
figures in this form are not directly available. 

To estimate the output, the number of head slaughtered in 
Alberta, Saskatchewan, and Manitoba were added to give total Prairie 
slaughter for each year and the percentage share of each province in 
this total was calculated. On the basis of the relative shares in the 
Prairie slaughter, estimates were mace of the slaughter cattle exports 
originating in each Prairie Province shipped to Ontario, Quebec and the 
Maritimes (excluding Newfoundland), hereafter referred to as Eastern 
Canada. The relevant numbers of head were subtracted from Eastern 
Canada's beef cattie slaughter and were added to output in each of 
the Prairie Provinces. Table A.3.2 in Appendix A shows the numbers 
of cattle involved. It also indicates that the bee? industry in the 


Prairies supyvlies not only cattle for immediate siauchter, but also 


Statistics Canada, op. cit. (See footnote 1 page 4 


of this study.) Table numbers preceded by "A" are all included in 
Appendix A. 
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a substantial number of feeder livestock (mostly calves) and other animals 
destined for Eastern stockyards. This gives an initial indication of the 
annual livestock surplus in the three western provinces. Since Alberta 
also exports live cattie to British Columbia, it was assumed that all 
live imports into British Columbia are from mere! Estimates of 
interprovincial cattle movements are crude and, at best, informed guesses 
since the data available are incomplete. Table A.3.3 in Appendix A 
shows the estimated cattle flows from Alberta to British Columbia. 

The final adjustment made to the total slaughter cattle output 
attempted to account for exports and imports both of beef cattle and 
of fresh, chilled or frozen beef products. To simplify the calculations 
net figures were used. Crude estimates of provincial beef consumption 
were made using the national average per capita consumption figures 
and provincial population trends over the period. The demand estimates 
were then compared with the figures in Table 3.1 showing total slaugh- 
terings by province. On the evidence that the Maritimes, Quebec, 
Ontario and British Columbia are deficit regions for beef production, 
any net imports of beef or livestock were allocated among these regions 
according to their relative snares in the total annual deficit and 


subtracted from their total supplies. Any net exports were allocated 


— St SS 


flows from Saskatchewan are insignificant and intermittent. The latter 
report does show, however, that 1,855 cattle were moved in 1963 and 99] 
head were inoved in 1965. These are taken into account in the calcula- 

tions. 
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among the three Prairie Provinces and added to their estimated cattle 
output for beef production. Table 3.2 shows the estimated annual pro- 
vincial output of beef with all the above adjustments included. Reference 
to Table A.3.4 shows the crude estimates of provincial beef consumption, 
while Tables A.3.5, A.3.6, and A.3.7 show the size of the export and 
import flows involved. 

Table 3.2 shows that, since 1965, Alberta's beef production 
is the largest in Canada. In 1971, an estimated 628,625 million pounds 
were produced. In 1971, Manitoba produced 258,203 million pounds; 
Saskatchewan, 99,919 million pounds; and Ontario, 551,900 million 
pounds. Nevertheless, the relative competitive strength of the 
Prairies in livestock production, in terms of available supplies, is 
evident from estimated surpluses and deficits by region in beef produc- 
tion (Table 3.3). Table A.3.8 gives some indication of the difficulty 
in estimating provincial slaughter cattle numbers. Inaccuracy may 
alter the size of the surplus or deficit by region. 

To estimate the surplus or deficit in each province, available 
supply (after all adjustments were made) minus local demand was cal- 
culated. It is expected that the deficits in Eastern Canada will not 
continue to increase at such a rapid rate since absolute population 
increases are expected to be reduced with increasing population density. 

An adequate volume of slaughter supply, however, is not the 
only factor which a packing company will consider in its choice of plant 


: Nicholson, op. cit., p. 5; also Lerohl, MacEachern and 
Vandermeulen, op. cit., p. 58. 
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location. Beef cattle output of a high and consistent quality is also 
important. Table 3.4 indicates tnat, in 1971, aimost 75 percent of 

the beef carcases in federally inspected packing plants in Alberta were 
graded choice and good. In 1971 the choice and good grades accounted 
for 66.1 percent of beef carcases graded in Ontario and for 7.4 percent 
of beef carcases graded in Quebec. The latter figure can be explained 
by the fact that much of the cattle slaughter in Quebec is from dairy 


cattle reece 


In Alberta 63.3 percent of the beef carcases graded 
were choice and good in 1963, compared with 56.9 percent in Ontario and 
11.7 percent in Quebec. The consistently high quality of Alberta's beef 
cattle supply is also apparent from the data for intervening years.” The 
continued demand from Eastern Canada for Alberta beef suggests a con- 
sumer preference for high quality meat. The meat packers can service 
this demand by locating beef packing plants in Alberta. 
The Supply Inventory 

Trends in other variables which affect packing plant procurement 
are also likely to be relevant. Of importance are total provincial cattle 
marketings, purchases of feeder cattle and the numbers of cattle on farms 


by province. Table 3.5 presents total cattle marketings in Canada from 


1960 to 1971 and shows shifts in the cattle industry which emphasize the 


| See fabie 3.6, p.45 of this study. 


Canada Department of Agriculture, Annual Livestock Market 
Review (Ottawa: Queen's Printer, 1964-1970). 


March, 1970), p. 4. 
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increasing importance of the Prairie Provinces and Alberta in particular 
(also see Figure 3.1). In 1971 Alberta accounted for 37.2 percent of 
the total Canadian beef cattle marketings. The figures for 1970 and 
1969 were 36.7 and 37.5 percent, respectively. Ontario marketed 29.4 
percent in 1971, 29.4 and 30.3 percent in 1970 and 1969. The Prairies' 
Share of total cattle marketings was 62.83 in 1971 and 62.28 percent in 
1969. The number of cattle marketings in each province appears to have 
been an important consideration affecting the choice of locations for 
packing plants in Western Canada over the last decade. 

The feeder cattle sector is a sub-sector of cattle marketings 
which has an effect on available slaughter supply by province of origin. 
Table A.3.9 (p.146 ) shows feeder cattle purchases by province over 
the last decade. The totals nave been rising steadily in Alberta, 
reaching record numbers in 1971. Reference, at the same time, to 
Table A.3.2. (p.140) indicates that fewer feeders are consequently 
being shipped East by rail. Correspondence with representatives of the 
meat packing firms indicated that they observed trends in the location 
of feeder cattle with attention in an effort to locate near the larger 
commercial feeding enterprises. 

The explanation behind the rising cattle marketings is the 
increase in the numbers of cattle on farms in Canada. The relative 
distribution of various sectors of the livestock industry also helps 
to account for the surpluses and deficits in livestock production for 
beef. In Quebec, for example, the dairy industry is relatively more 


important than beef (Table 3.6). 
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If the trends in provincial cattle numbers are compared, it 
can be seen that the greatest increase in the ratio of beef to dairy 
cows has occurred in the three Prairie Provinces, suggesting an 
increasing competitive advantage in beef production. Cattle, not 
including milk cows, represented 73.8 percent of the total numbers of 
cattle on farms for Canada as a whole in 1960 and 81.6 percent in 1971. 
In 1960, in Maniteba, Saskatchewan, and Alberta beef cattle represented 
78.7, 87.9 and 90.0 percent, respectively, and 90.0, 95.3, and 94.6 per- 
cent in 1971. An important reason as to why this is the case is empha- 
sized by Kerr. He points out that not oniy is space at a premium in 
the more densely populated areas of Eastern Canada, making the more 
intensive forms of agricultural production relatively attractive; but 
also, that beef cattle production is suited to Prairie conditions, since 
adequate land areas for forage production an expansion are still avail- 
Eien. Essentially the same influences on the locational distribution 
of beef cattle production have been isolated by Lerohl, MacEachern, and 
Vanonne areas In both studies, the interdependence between the live- 


stock and feed grain sectors of Canadian agriculture is emphasiZed. 


Demand for Beef 
The distribution of demand in relation to location of produc- 
tion is one of the factors likely to affect the choice of plant site. 


The initial estimates of provincial demand for beef, using average 


' otc. Kerr, un ena dt Ser 


2 Lerohl, MacEachern and Vandermeuien, Op. HCl pt 2) . 
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Canadian per capita consumption figures, were modified by an analysis of 
consumer demand which utilised regression techniques. This represents 
an attempt to account for variations in provincial beef consumption per 
capita, which could be explained by provincial differentials in per 
capita personal disposable income. 
The Method 

A demand function for beef was estimated for Canada for the 
period 1960 to 1971 using annual, average Canadian per capita consumption 
data; theall-items consumer price index; consumer price indices for beef 
and pork; personal disposable income and population as reported by 
Statistics Canada. Pork only was considered as the principal red meat 
substitute for beef since consumption of veal and sheep meats has been 
declining. | The annual income cata were deflated by the general consumer 
price index and were converted into per capita form. The general con- 
Sumer price index was also used to deflate the beef and pork price 
indices. The results of the Canadian regression were used to estimate 
annual per capita beef consumption for each of the major provinces and 
for the Maritimes over the period 1960 to 1971. The data and the pro- 
cedure used are outlined in Appendix B, page 147. Table 3.7 shows the 
estimated provincial per capita beef consumption levels. 

The analysis of provincial demand for beef suggested that the 
areas already deficient in beef production, that is, Quebec, Ontario, 


the Maritimes and Britisn Columbia, are likely to experience increasing 


l A ae Canada, Estimates of ie poe sappearance 


of Meats, Cat. No. 32-220 (Ottawa: Queen's Printer, 1960-1971). — 
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beef aceficits on emir of the rising trends both in population and per- 
sonal disposable income in these provinces. Also, compared with Western 
Canada, they have limited potential in terms of land use availability 
for expanding beef production. In 1960, the population of Eastern 

Canada (excluding Newfoundland) was 70.9 percent of the Canadian popu- 
lation, while 17.9 percent resided in the Prairie region. By 1971, 
population distribution still showed the same imbalance with 70.8 per- 
cent in the East and 16.4 percent in the Prairies. When considering 
Western Canada, however, the balance is altered, since the population 

of British Columbia is expanding at a more rapid rate. The Agricultural 


S 2 2 ay. : ] 
Economics Research Council reached similar conclusions. 


The Transportation System 

Technology 

From the preceding analysis in this chapter, it appears that 
the Prairies will continue to distribute surplus livestock and beef 
products to the deficit areas. Interprovincial trade, however, is 
affected by the transportation system. The Weberian analysis concluded 
that a weight-reducing process, such as livestock slaughter, would 
1ocate at the place of mrouet ont This is applicable to the Canadian 
situation, since it is more economical to ship higher value dressed 
meat products to Eastern Canada than to ship livestock. In addition, 
deaths, damage and tissue shrink make the shipment of livestock more 


risky. A constraint on this result for the meat packing industry in 


Lerohl, MacEachern, and Vandermeulen, op. cit., p. 65. 


See p. 24 of this study. 
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Canada is the state of transportation technology, since beef is : perish- 
able commodity which must be moved over long distances to reach the 
consumer. The last ten years have been a period of technological advance 
in refrigerated transportation and the trend is continuing. For example, 
late in 1970, both Canadian National and Canadian Pacific Railways planned 
to increase their number of mechanical refrigerated cars, while phasing 
out the older, manually iced cars.) In addition, it appears that there 
are considerable savings involved with the use of the new cars; about 
50 cents per 100 pounds shipped from Calgary to Eastern Canada and 38 
cents per 100 pounds shipped from Winnipeg to Eastern Canada.“ Tech- 
nological advance has been a major factor in explaining the ability 
of meat packing plants to locate farther from the consumer and nearer 
the sources of supply. To discover possible economic motives for 
doing so, however, necessitates a discussion of transportation rates 
and the transfer problems of the beef packing industry. 
The: Freight Rate Structure 

It has been suggested that the freight rate structure has 
scine influence on whether surplus Prairie production will be shipped 
in the form of dressed beef andprocessed meat preducts, or in the form 
of livestock.> Together with present patterns of population distribution 


regional livestock production, and topography, the Canadian transportation 


M. H. Hawkins and T. W. Manning, op. cit., p. 3. 


ibid. 


3 Coe GcdialSOleenlransportaliOnslosis. as. 2 Factor in the 
Competitive Position of Livestock Slaughter Plants in the Prairie 
Region of Canada" (unpublished M.Sc. thesis, University of Saskatchewan, 
1964), p. 1. 
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system can help to explain the spatial location of economic peeves 
The study of G. W. Wilson and L. Darby has been used as a basis for 
the drscusteoW 

First, the Prairies are geographically isolated in terms of 
distance from Eastern Canadian and many export markets. Second, their 
population is felacively small, about 17 percent of the Canadian popu- 
lation, and is of low density in relation to the size of tne region 
wnich results in low density transportation lines. Freight charges, 
therefore, tend to be a higher proportion of commodity delivered 
prices in the Prairies than in Eastern Canada. Also, Prairie pro- 
ducers may receive lower net receipts than producers located near the 
market. 

The railways still retain a large share of the Prairie inter- 
provincial traffic, but recent road improvements have led to increasing 
competition from road hauliers. The situation is refiected in many 
rail tariffs. For example, the Canadian Freight Association Tariff 
116-E (which refers to tne movement of livestock from the Prairies to 
Eastern Canada) contains the clause common to several current rail 
tariffs: "competitive rates to meet motor truck competition." Some 
tariffs specify a number of free deliveries in an attempt to compete 
with more flexible trucking delivery services. A comment from the 
railways suggested that the trucking firms do not need to keep their 


rates below the rail rates on some routes, since the flexibility of 


q WilSoneands Darby. Op. icin sepp. ele5. 
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truck operations may be superior to that of the railways in enacts 
latter are unable to service the needs of particular customers. | 

Trucks, however, tend to be most competitive for shorter 
hauls and for distances up to about 500 miles, since the routing is 
Flexible and the terminal charges are low. For longer hauls, the 
advantage shifts to the railways because of their lower line haul charges. 
Interprovincial long-naul movement of goods by truck is characterised by 
“pack-hauls". Any operating losses on cargoes originating in the 
Prairies may be covered by the movement of predominantly manufactured 
goods more suited to truck carriage and of higher value, in relation to 
bulk, Trom East to West. 

There is some disagreement between many academic researchers 
and railway executives as to the extent that the freight rate structure 
and transportation costs have influenced the location of the meat 
packing industry. Williams and Stout, for example, argue that the 
freignt rate structure is a major determinant of the industry's location.* 
To accept this statement without qualification, however, is to ignore 
principles used in the setting of freight rates. For example, the 
railways can be assumed (in common with any other commercial enterprise) 
to be net revenue maximisers. The profit objective, sharpened by some 

| Competition may be less than might be expected since both 
the CNR and the CPR own major trucking companies. Midiand Superior and 
CN Piggyback are controlled by the CNR while CP Transport and CP Pigay- 
back are controlled by the CPR. The same point is noted by Wilson and 
Darby, op. cit., p. 47. They alse quote an unpublished input-output 
analysis for the Alberta economy for 1962 by R. W. Wright. Local truckers 
tended to deliver most of the cattle between assembly points and farms 


to slaughter plants, Wiison and Darby, op. cit., p. 8. 


See pp. 27-28 of this study. 
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increase of truck competition, has provided an incentive to improve trans- 
portation technology and to actively seek business. 
There are two examples which are relevant in this context. 
First, any shipper is able to negotiate with the railways for an agreed 
charge on some commodity(s) using specified routes. For this a guaranteed 
use rate 1S negotiated and it is usually between 90 and 100 percent of 
the shipper's output volume. If the volume of business is sufficiently 
Substantial the railways will offer an agreed charge per unit or 
carload of product shipped, which is lower than the normal commodity 
rate or even the competitive rate for that category of aon Meat is 
a@ good example because the industry has traditionally handled large 
volumes. At the present time about 200-225 cars of beef go to the 
Montreal market each week.¢ 
Second, the institution of "piggy back" services represents 
a railroad effort to regain some of the business lost to truckers. 
"Piggy back" offers speedy delivery on long nauls and reduced handling 
charges, yet retains the flexibility of door-to-door service. Loaded 
truck trailers are carried on railway flatcars. Discussionswith the 
national packers, in particular, have suggested that this type of 


service has become important to the meat packing industry in Canada. 


Canadian Freight Association Agreed Charge, August 1971, 
with Canada Packers and Dominion Provisioners: 308 cents per 100 
pounds of meat shipped from Alberta to Toronto and Montreal on a 
carload minimum weight of 60,000 pounds. Refer to Table 3.8, page 
of this study; for the same route and minimum weight, the regular 
commodity rate is 349-350 cents per 100 pounds shipped. 


Hawkins and Manning, op. cit., p. |. 
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The railways contend, therefore, that transfer charges are 
probably less influential than previously supposed, and, moreover, it 
is emphasized that there is always a railway rate on any commodity in 
any direction. Proof of profitability of the traffic proposed will 
determine whether a class, commodity or competitive rate, or an agreed 
charge is negotiated. Wilson and Darby also conclude that excessively 
high rate levels in relation to transport costs are not typical of the 
Canadian transportation system at the present nee. 

The published rail freight rates for 1971-1972 for livestock 
and meat products are presented in fable 3.8. The impact of the rates, 
however, may be misleading since nearly al? rates are negotiable 
depending on the type, regularity and density of traffic. It becomes 
more of a theoretical! exercise than a valid discussion to compare the 
rates on various routes as being more or less favourable to livestock 
or meat shipments; inaccuracies aiso result. For example, the lower 
livestock rates between Edmonton, Calgary, and Winnipeg cannot be 
said to favour livestock shipment on these routes, for the heavy 
volume of traffic in meat between Alberta and Eastern Canada has 
resulted in the ability of the railways to increase minimum carload 
weights and to lower the rates per 100 pounds shipped and yet still 
retain a profit. Additional discounting of shrinkage costs on livestock 
in transit tends to favour slaughtering locations in close proximity 
to the highest density of cattle supplies. The influence of the multi- 


piant packing firms will also affect the flow of shipments depending 


Wilson and Darby, op. cit., p. 54. 
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on their attempts to regulate supplies of livestock or beef input at 
all plants. Livestock for slaughter moving to Ontario is probably 
ordered by meat packing firms with inadequate volume desiring to keep 
Slaughter facilities in operation to offset some of their overhead 
ree Another explanation for the continuing movement of slaughter 
cattle to Montreal is the specific demand of the Kosher trade for high 
quality beef ater 

The trucking freight rates are difficult to determine, since 
the available published rates do not accurately reflect the extreme 
variability and flexibility of rates actually charged by individual 
truckers for specific hauls which may be singular, regular or inter- 
mittent. Table 3.9 shows published rates on meat. Rates were estimated 
on routes which are probably inoperative (for example, from Halifax to 
Vancouver) to provide a hypothetical comparison. Table 3.9 suggests 
that truck carriage is not usually economical for very long hauls. 
For livestock, cattle liner rates are published up to distances of 
401 to 425 miles (Table 3.10). Consideration of shrinkage costs on 


livestock also tends to discriminate against truck haulage over longer 


distances unless there is some special negotiated arrangement. 


Costs of Shrinkage 
Shrinkage on livestock and meat is assumed to be the difference 


between the weight of the goods when they are loaded at origin and the 


Comment from a meat packer. One national packer did admit 
that "the odd load" of live cattle was shipped East "from time to time." 


2 Hawkins and Manning, pe Gil te sasaes 
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Miles 


101-125 
126-150 
d51=175 
176-200 
201-225 
226-250 
25l=275 
276-300 
301-329 
326-350 
351-375 
376-400 


401-425 
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TAB Ese 0 
CATTLE LINER RATES (TRUCK) 1971-1972" 


Between Stockyards Delivery Points at Farms, 
in Towns and Cities Feed bots. Etc. 
(cents per 100 Ibs.) ————<“‘SC;C«~;S 
45 50 
50 55 
55 60 
50 65 
65 70 
70 US 
73 80 
80 85 
85 90 
90 95 
o5 100 
100 105 


105 110 


2 These rates apply between points in the province 


of Alberta and destinations beyond. 
Special cross country trips - $1.00 per loaded mile for 100 


Source: 


miles; 
80 cents per loaded mile for 
additional miles; 
minimum $25.00 


Transport Research and Development Branch, Alberta 
Department of Industry and Tourism (interviews, 
Edmonton, Aoril, 1972). 
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off-car weight at final destination. An attempt to express this factor 
as an addition to transportation rates was not successful owing to 
disagreement among sources as to the amount of shrinkage which occurred. 
As far as livestock shipped East are concerned, these are generally 
bought on F.0.B. Western basis. Therefore, the Eastern buyer will try 
to pay fewer cents per 100 pounds according to his estimates of what 
tissue shrink will be. Some packing industry representatives estimate 
tissue shrink at 4 percent. In other words, a 1,000 pound animal shipped 
East for slaughter is expected to weigh 960 pounds when off-loaded at 
final destination. This represents a loss of potentially saleable 
meat. The shrinkage on beef is only about one pound a day per See, 
This is a major reason why the shipment of beef from the Prairies to 
Eastern Canadian markets has been increasingly preferred to the shipment 
of livestock over the last decade. Improvements in meat transportation 
technology have also facilitated meat shipments. It seems likely, 
however, that the shipments East of livestock for slaughter will con- 
tinue, if plants located at consumption markets cannot procure enough 
volume, since they are under pressure to make some use of slaughter 
facilities to cover at least some operational costs.* 

There are several factors which complicate shrinkage calcula- 
tions on slaughter cattle: 

1. There was some evidence to suggest from interviews, that 


individual firms might vary their shrinkage in accordance with their 


| Meat Packer estimate, Alberta, 1972. 


‘ Confidential Industry information, Alberta, 1972. 


a 
' 
"i . a 6 in 
_s 
. 
. - 
; = 
» 
. - 5 7 
4 
% 
P - ry ” 
i ‘ * 
- b - 
ms as . 
. ~ 
. ea ee 
ow - 
* , 
- ; + a ” * j * 
« $ 
’ . > ” ” ill 
4 . - : . ia 
. - 4 , a a 
, A ; 
* 
. 


~ 


: 
i 
f fg 
> 
§ 
l 
= ‘ - 
6 
| 
? 
= es 
. 
i 
és 
- 
_ e 
~ ” 
i A. 
hal 
, wre 
= 
a 
: Joes 
oe . 


60 


profit position--a sort of "cost-umbrella." Estimates included 3, 4, 5, 
and 6 percent. | 

2. The amount of livestock shrink between origin and destina- 
tien is affected by the length of time between weighing and when the 
cattle were last fed; the longer the time period, the less shrink will 
occur. ¢ 

3. It is illegal to ship livestock for more than 36 hours 
without a stop for rest, water and feed, but, whereas one railway 
company includes time taken to load and unload in the 36 hours, the 
other company does not. Both stop at Winnipeg, but one also schedules 
another stop at White River in Ontario. It would appear from recent 
research, however, in particular with reference to feeder cattle shipped 
East, that the sooner they are unloaded at final destination, the less 
strain they undergo. It has been sugtested to the railways that feeder 
Shrinkage may be as much as 9 to 10 percent. 

It is possible that the mandatory stops for livestock trains 
may be eliminated in future. An experiment is being conducted by 
Canadian Pacific Railways and an independent Saskatchewan cattleman. 


A modified CP Rail double-deck livestock car has been equipped with an 


In practice, however, some slaughter cattle shipped East 
may be fed by the meat packers for two days on a high energy diet, 
eliminating most cf the shrinkage. The costs of the feeding are 
compensated for by the reduction in shrinkage. Information from 
Dr. M. H. Hawkins, University of Alberta, Department of Agricultural 
Economics and Rural Sociology, June, 1972. 


a eee Henning and P. R. Thomas, Some of the Factors 


Influencing the Shrinkage of Livestock from the Farms to the First 


Market, Research bulletin 925 (Wooster, Ohio: Ohio Agricultural 
Experiment Station, October, 1962), p. 3. 
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automatic feeding and watering system for feeding cattle in transit. 
The third and best of the three trial runs (the total weight of the 
cattle was approximately 48,000 lbs.) from Swift Current, Saskatchewan, 
to Toronto in May, 1972, took 63 hours compared with the normal time 

of five days. The cattle lost 6.1 percent of their body weight. On 
the first trial (72 hours) the recorded shrinkage was 8.8 percent. 

CP Rail is studying the economic potential of a large scale conversion 
Of -Sueck cars. t present CP Rail has 50 double deck cars equipped 

by the railway and 150 cars in Calgary equipped by shippers. 

4. It is difficult to establish the number of cattle loaded 
in a car, since this depends on their size and weight, the number of 
decks, and size of the car. The railways have recommended safe loading 
levels but these are regularly exceeded. In practice, the stock cars 
probably carry about 750 pounds per foot. Public stockyard officials 
Suggested 31-58 animals would be loaded in each car, depending on the 
Size of the animals and the number of decks. 

Dressed beef is usually bought on a delivered basis and the 
shrinkage tends to be based on industry experience. The current nego- 
tiated beef carcase shrink percentages are shown in Table 3.11. With 
beef the seller must bear freight and shrinkage, so prices are set 


to cover this cost. 
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TABLES Ss tl 


NEGOTIATED SHRINKAGE ALLOWANCE ON BEEF CARCASE SHIPMENTS 
TO MONTREAL BEEF WHOLESALERS 


Supplier Shrink 
(percentage) 
Alberta 0.65 
Saskatchewan 0.60 
Manitoba 0.50 
Ontario OnZ0 


Source: M. d. Hawkins and T. W. Manning, A Study of the 
Montreal Wholesale Beef Trade, Researcn Bulletin 
7 (edmonton: University of Alberta, Department 
of Agricultural Economics and Rural Sociology, 
March, 1970), p. 4. 


Destination of Shipments from Alberta Beef Packing Plants 

Data on the interprovincial movement of goods have been in 
demand because of their relevance to investigations into regional dis- 
parities in economic development and into fluctuations in the level of 
business expansion by province. Such data may also provide necessary 
information for those concerned with the establishment and location of 
new or expanding industries. It is of interest to discover whither the 
packing plants located in Alberta ship their goods of own manufacture, 
and if the destination of shipments varies with plant location within 
Alberta. Table 3.12 shows the flow of goods from Alberta to the rest of 


Canada on an aggregate basis for 1967.! Alberta's siaughtering and meat 


Statistics Canada, Destination of Shi en ents Of Manutacturers, 


Cat. No. 31-504 (OLN: Queen's Printer, July, 1971), pp. 122-123, 
146-147. 
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processing industry accounted for $349,980,000 worth of shipments, which 
was 22.91 percent of the total shipments from the province. The industry 
accounted for 76.62 percent or $87,452,000 of the total shipments to Quebec 
and 33.71 percent or $26,735,000 of the total shipments to Ontario. It 

was also responsible for 42.31 percent or $67,163,000 of the total ship- 
ments to British Columbia. Of the total shipments by the Alberta food 

and beverage industries, the slaughtering and meat processors had a 55.08 
percentage share in 1967. 

Table 3.13 compares the interprovincial flow of the packing 
industry's products from the three Prairie Provinces in 1967. Of the 
total Alberta shipments of $117,207,000 to Quebec, Ontario and the 
Atlantic Provinces (Eastern Canada), 74.61 percent went to Quebec, 

22.81 percent to Ontario and 2.57 percent to the Atlantic Provinces. 
British Columbia received 36.42 percent of the Alberta shipments to 
the meat deficit regions. For the Manitoba meat packing industry, the 
corresponding figures were 26.21 percent to Quebec, 65.09 percent to 
Ontario, 8.69 percent to the Atlantic Provinces and 0.32 percent to 
British Columbia. Saskatchewan meat packers sent 55.42 percent to 
Quebec, 18.85 percent to Ontario, 25.71 percent to the Atlantic 
Provinces and 7.48 percent to Britisn Columbia. 

There are, as yet, no official figures for the destination of 
shipments from Alberta in 1971, but Table 3.14 supplements Tables 3.12 
and 3.13. In 1970, the railways carried meat products in directions 
similar to the destinations indicated for 1967. The iargest consignment 
of fresh meat was shipped from Alberta and the largest shipment of meat 


unloaded was in Quebec. Table 3.14 also suggests that the meat packers 
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in Manitoba and Saskatchewan are still shipping sizeable quantities of 
fresh meat products. This table also corroborates the information 

in Table A.3.2 which indicated that the largest numbers of cattle 

are shipped to Ontario. 

Estimates from the beef packing industry suggest that the 
trade flow patterns of its products have changed little. The national 
packers in Edmonton estimated that they shipped between 40 and 67 per- 
cent of their slaughter to Eastern Canada, particularly to Montreal. 
From Calgary the total was between 20 and 67 percent, depending on 
the firm. Plants at Lethbridge tended to ship nearly all beef output 
either to Eastern Canada or to British Columbia. In each case, after 
the shipments to the East, the balance of output went mostly to British 
Columbia or was for the Alberta market. From any individual plant the 
amount exported from Canada was surprisingly small. The leading 
national packer tended, in most cases, to ship a greater percentage 
of plant output to Eastern Canada or British Columbia than did any of 
its competitors. Only in one case was almost all output shipped to 
British Columbia. The independent packing firms are tending to supply 
the Alberta home market, both in the urban areas and in the rural 
Gis tViIcts ; where the greater proportion of business is custom slaughter. 

The beef packing industry, therefore, in Alberta in particular, 
but also in Manitoba and Saskatchewan, is essentially export oriented. 
Although there has been considerable discussion and disagreement as 
to the exact influence of the transportation system on the location 
of the meat packing industry as a whole, it seems that transportation 


costs of Prairie economic activity must form a substantial part of cost 
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of production and must, as such, become part of the necessary price of 
final goods. On meat products, for example, which are shipped East and 
paid for on a delivered basis, the seller bears the cost of damage and 
Shrinkage. The price share of the transport "factor" of production 

depends on the value of the goods, their supply and demand characteris- 
tics, and the distance shipped. | Alberta has the greatest disadvantage 
of the three Prairie Provinces, by reason of her Western position, with 
respect to gocds shipped to Eastern Canada. On the other hand, this 


disadvantage is balanced by her relative locational advantage in ser- 


vicing the needs of British Columbia. 


Conclusions 

The data presented on slaughter cattle output, the numbers 
of beef cattle on farms, and total marketings provide evidence that 
Alberta does have a competitive advantage as a location for beef 
slaughtering and packing plants, in comparison with the supply situation 
in other provinces. The data on feeder cattle show that the greatest 
numbers of feeders are being purchased for finishing in Alberta, wnich 
suggests that this province will retain the lead in beef cattle supply 
in future. 

The current negotiated freight rates on cattle and beef 
products and the discounting of shrinkage costs on livestock in 
transit facilitate the shipment of beef from Alberta to Eastern Canada. 


Alberta can also supply most of the beef shipped to British Columbia. 


| Wilson and Darby, op. cit., p. 5. 
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The high quality meat demanded by consumers can be supplied by this 
province which has a consistent record of high grade beef production. 
In 1971, beef carcases graded choice and good in federally inspected 
packing plants represented nearly 75 percent of Alberta's beef produc- 
tion. Increasing flexibility of transfer services can only have a 
favourable effect on freedom of choice with respect to packing 


plant locations. 
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CHAPTER IV 


THE CURRENT SITUATION IN ALBERTA WITH RESPECT 
TO THE BEEF PACKING INDUSTRY 

The cbjective of this chapter is to consider the present 
Situation of the Alberta beef packing industry in relation to the 
hypothesis stated in Chapter I: that the changing location of beef 
cattle production is the major factor which has influenced the location 
of packing plants. An examination of the spatial distribution of 
available slaughter supplies within Alberta, in relation to the 
present location of packing plant facilities, is included. It is 
expected that the relative success or failure of tne industry's 
effort to match its capacity with the available supply of slaughter 
cattle may be reflected in plant costs of operation. Federal Govern- 
ment regional policy, as conceived in the pregramme of the Department 
of Regional Economic Expansion, is discussed insofar as it relates 
to the choice of plant sites by the meat packers. The capital and 
labour subsidies paid by the programme may affect the advantages of 
different locations for plants and the amount of consideration given 
‘to other costs, such as labour, fuel, electricity, water, sewage 


facilities, transportation, and other site costs. 
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Some of the information in this chapter has been gathered 
from various confidential sources. | An attempt to discover alternative 
sources of supplies including terminal markets, country auctions, 
assembly points and feedlots, contract and custom feeding, was to 
determine the necessary geographical extension of an individual plant's 
Procurement network to obtain adequate slaughter cattle volume over 
prolonged periods of time. 

The question of procurement and throughput is directly 
linked to the utilisation of plant kill capacity. Butz and Baker 
have pointed out that one of the keys to success in the packing 
industry is a large volume of turnover to spread fixed costs over a 
large output, thus reducing costs per unit.¢ Attempts were made to 
estimate capacity utilisation rates using maximum potential kill 
Capacity in relation to actual utilisation levels. Unfortunately, 
the data obtained were incomplete owing to the extreme reluctance 
of tne packing industry to release the necessary information. This 
study has been forced to rely on verbal estimates from within the 
industry to supplement and to update the figures and projections 


made by previous studies.° 


] 
By interview and a questionnaire. Information was requested 


on the composition and location of supplies, destination of shipments 
and sales, utilisation of capacity and various costs of operation. Few 
replies to the questionnaire were received. 


2 putz and Baker, ODRECUG se Dimo 1 < 


: Nicholson, op. cit.; p-. 90; Dar lson, OD wsG) bis). 1705 
Management Research Associates, op. cit., p. 214. 
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Slaughter Plant Location in Relation 
to Livestock Distribution 


Table 4.1 shows the major slaughtering and processing plants 
Operating in Alberta at the present time. To appraise these locations 
in relation to available provincial slaughter supply and its distribu- 
tion, data on cattle numbers on farms, feeder cattle numbers, and cattle 
marketings, compiled by census division, were used. 
Cattle Numbers on Alberta Farms 

Cattle populations have tended to be largest in Central 
Alberta, in CD 7, CD 8 and CD 6. In the south, CD 3 also has a large 
number of cattle (Table 4.2). Figure 4.1 shows the distribution of 
cattle numbers in 1971. Beef breeding herds would appear to be con- 
centrated in CD 7 (152,000 beef cows), CD 3 (148,000 beef cows), 
CD 6 (120,000 beef cows) and CD 8.(120,000 beef cows) (see Table 4.2). 
The central divisions also had the largest calf populations in 1971. 
In addition, it appears that the northern divisions have been increasing 
their beef herds for some time. Figure 4.2 shows past rates of increase 
in the total cattie populations in each census division. If the 
Statistics above are used, beef packing plants might be expected to 
continue to locate in central Alberta. Table 4.1, however, indicates 
that this has not been the case. 
The Location of Feeder Cattle 

The drift of the packing plants to the south of the province 
can be explained in part by the fact that the largest number of feeder 
cattle sold off public stockyards now seem to be destined for the 
southern region where there are large commercial feedlots (Table 4.3). 
This suggests that greater numbers of finished cattle are potentially 


available as slaughter supply for the packing plants in this area. 
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FIGURE 4.1] 


TOTAL CATTLE NUMBERS ('000 HEAD) IN EACH CENSUS DIVISION IN ALBERTA, 
1971, AND THE SUPPLY AREA FOR EACH PUBLIC STOCKYARD 
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FIGURE 4.2 


PERCENTAGE INCREASE IN TOTAL CATTLE POPULATIONS BY 
CENSUS DIVISION, 1956-1966 
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Source: Alberta Department of Agriculture, A Historical Series of Agricultural Statistics for Albevta, Publication No. 
850 (Edmonton: Alberta Department of Agriculture, Statistics branch, 1966). Alberta Department of 
Agriculture, Acricultural Statistics (Edmontcn: Alberta Department of Agriculture in cooperation with 
Statistics Canada, T96T- 
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TABLE 4.3 


DESTINATION OF FEEDERS (CATTLE) FROM CALGARY, EDMONTON AND 
LETHBRIDGE PUBLIC STOCKYARDS, 1968-1971 


Census 

Division 1968 1969 1970 1971 
Cael 776 719 1,009 732 
Died | 38 ,642 52,145 46 5235 54,242 
RES: 18,134 65090 6,661 Cy aeu| 
C.D. 4 133439 212 348 Syl 
Galen 69 ,536 155558 11,910 Toytsg 
UsD a6 166 ,563 32,854 29,042 33 ,064 
Ce ray, Zo,U078 125093 [32750 Tego3/ 
Ceo 395203 28 ,623 23,890 24 ,383 
UsUiend 141 =" -- -- 
Eb ake 16,547 te) STEW) 18,019 Lcksy Elks) 
CD sea | eyed Al) 25209 24,536 23,848 
Ce Dali ZIV ZION 2x32 25/65 
eral BS Mie 10,871 11,964 13,959 11,381 
Cepia tle 255 1,014 822 Ole, 
CeDeel5 ale AL 6/27 ey sis: 


Province 481,910 “las 253 193,427 212,751 


Source: Calculated from Canada Department of Agriculture, 
Livestock Market Reports of Calgary, Edmonton and 


Lethbridge Public Stockyards (Calgary, Edmonton and 
Lethbridge: Canada Department of Agriculture, 
1968-1971). 
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Additional data on the numbers of cattle on feed by region and feeder 
cattle marketings by province are shown in Tables C.4.1 and A.3.9.° 
It seems that the Edmonton public stockyards now handle more feeder 
cattle than the Calgary stockyards and that tne feeders are being moved 
south for finishing. The Calgary market deals predominantly with finished, 
fat cattle and more animals were marketed at Calgary than at Edmonton in 
1971. Table 4.4 shows Alberta cattle marketings by census divisions. 
CD 2 and CD 6 have consistently had the largest annual marketings. 
Figure 4.1 indicates the public stockyards at which each division tends 
to market its cattle. (See also Table C.4.2.) CD 3 markets cattle at 
Lethbridge but sendsmore to Calgary. CD 7, which has the largest calf 
population (150,000 head in 1971), uses both Calgary and Edinonion. 
More cattle tend to be sent to Edmonton as feeders. 
Cattle Marketings in Alberta 

The use of statistics on cattle marketings to appraise beef 
packing plant locations can be misleading partly because of the fact 
that the public stockyards, which have the most reliable records, are 
now handling a diminishing proportion of provincial cattle marketings. 
The records from country auctions are incomplete. An explanation for 
the reduction in the numbers of cattle marketed through the public 
stockyards can be found in the increasing number of animals sold directly 
off farms and feedlots to packing plants. Table 4.5A snows the propor- 
tion of the total marketings by census division delivered direct to 


packing plants as compared with the number of cattle sent to stockyards. 


Tables preceded by "C" are included in Appendix C. 
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Table 4.5B gives the same information for Alberta as a whole. For example 
direct-to-packing~plant deliveries in CD 2 represented 84.93 percent of 
the division's total inarketings in 1969 and 91.32 percent in 1971. 
The declining role of the public yards is apparent in some divisions 
despite the general increase in the total provincial cattle marketings 
after the deciine from 1968 to 1970 (Table 3.5). 

The data presented suggests that the apparent availability 
of additional slaughter volume from the country and from feedlots may 
have been an important factor in the development of Lethbridge as a 
Slaughter centre over the last few years. One of the rarer packers 
has built a new specialised beef slaughter plant in Lethbridge which 
has been in operation for one year. The company previously closed an 
integrated and more obsolete plant in Calgary. The other national 
packers have also exdanded and modernised their Lethbridge facilities. 
The proximity of the city to the United States border and the possi- 
bility of access to other slaughter volume and markets, or the possi- 
bility of supplying cattle and beef products, may be another factor 


favouring the city's development as a beef packing and slaughter centre. 


Plant Procurement Policy: Source and Composition 

One of the packers' concerns is to obtain a continuous, adequate 
volume of throughput. When the larger packers were interviewed, there 
was no evidence that any consignment of slaughter input was ever refused. 
There seemed to be a general tendency to take supplies from wherever 
they were available. Table 4.6 shows the sources of packing plant 


procurement as far as such information was given. Respondents stated 
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TABLE 4.6 


SOME INDUSTRY ESTIMATES OF PROPORTIONS OF CATTLE 
OBTAINED FROM DIFFERENT SOURCES, 1972 


Public Country ~Farm ‘Commercial 
Stockyards Auctions Feedlots Feedlots 

Edmonton 

Plant A 20 ee Oe ee A ua ee ae 2 i 

Plant B 30-35% 33% 2 wee eee 33% ---~------ 

Plant C 30-4079 “Wie==2-242-2--= 6027 0 eae. See 

Plant D n.a.@ n.a. (eae heels 
calgary 

Plant A 1) ee VA Soke ese ee 

Plant B 30% nil 30% 40% 

Plant C n.a. Ned. nea 3 Ned 

Plant D 90% nil 5% 5% 
Lethbridge? 

Piant A eee 95% ------------- ee 

Plant B n.a. Nea nas nea 

Plant C nea. n.a Neos Nivas 
Medicine Hat 

Plant A scle lets Naas nae 

Plant B n.a n.a. n.a. n.a. 
Red Deer 

Plant A 15-20% nil wee eee 80-85% -------- 

Plant B 10% 20% wee ee 70% 9 -------- 
Brooks ; 

Plant AS 15% ile) pwteeeee a B60. pee ees 

a 


Not available. 

The proportions for other plants are probably similar 
since census division 2 markets most of its cattle via direct farm 
to plant deliveries. (See Table 4.5A, p. 80.) 

Projected. 


Source: Industry information by interviews and correspondence, 
Alberta, 1972. 
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that country auctions were usually worth attending if at least 200 cattle 
were offered for sale. A possible supply area for an Edmonton plant is 
as follows: 

Edmonton to Lloydminster : 150 miles east 

Edmonton to Red Deer ; 100 miles south 

Edmonton to Edson and the Foothills : 150 miles west 

Edmonton to Northern Alberta : 300+ miles north 
Occasional loads of slaughter cattle may be moved over longer distances. 

Even the smaller independent Edmonton packers may have a 

supply radius of at least 150 miles. A national packer uses a system 
of horizontal divisions across the province. Its Edmonton plant supply 
area extends south to Ponoka. The Red Deer procurement area is between 
Olds and Ponoka. The Calgary area includes Brooks and Olds, and 
Lethbridge takes up supplies from the remaining area. Reference to 
Figure 4.1 (page 75) illustrates the position of these points. This 
packing firm buys cattle in every census division. Considerable use is 
made by other packers of livestock commission agencies because of their 
knowledge of market conditions over the province and their access to about 
30 percent of the slaughter cattle in Alberta. It was suggested that 
packers are always looking for more slaughter input. The evidence 
collected suggested that. the relative importance of alternative sources 
of packing plant procurement varies with location. More cattle in the 
southern census divisions are obtained directly by deliveries from 


feedlots and country areas, while the terminal markets still provide 
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about a third of the supplies for plants in central Alberta. ! 

For the beef packers, the 1971 cattle prices remained higher 
than in previous years despite the increase in the number of animals 
marketed from 1970 (Table 4.4). The main reason for this price trend 
is that Canadian beef production does not seem to be keeping pace with 
rising consumer demand. Indeed Canada has been a net importer of 
beef products since 1969 (Tables A.3.5, A.3.6, and A.3.7). The level 
of cattle prices (Table 4.7) has meant high costs for the beef packers; 
these costs have been of concern to packers in Alberta. Most current 
industry estimates suggest an average provincial utilisation of maxi- 
mum kill capacity of about 50-60 percent which is also alleged to be 
affecting plant costs.° The highest average monthly prices for 
slaughter cattle occur over the summer months, when cattle are scarce 
in the marketing channels, since they are out on pasture. 

The outlook for 1972, as far as input supply costs are con- 
cerned, shows little change for the meat packing industry in Canada.° 
A possible decline in cattle prices, which may result in an improved 


A similar conclusion was reached by M. H. Hawkins and 
R. R. Hurnanen, Beef Cattle Marketing Problems in Alberta, prepared 


for presentation at the 15th Annual CAES Workshop, Banff, Alberta 
(Edmonton: University of Alberta, Department of Agricultural Economics 


and Rural Sociology, June, 1971), pp. 12-13. 


2 Information from confidential interviews, Alberta, 1972. 
This may be an underestimate. 


Meat Packers’ Council of Canada, Facts, Figures, Comment, 
Vol. 22 (Islington, Ontario: Meat Packers' Counci! of Canada, January 
to May 4, 1972), various issues. The Canadian market situation tends 
to move in sympathy with the livestock situation in the United States, 
where beef production is estimated to increase about 3-4 percent from 
1971 levels. Fed cattle prices are expected to drop, but this may be 


offset by increases in population and consumer incomes. 
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overall position for the packers, is apparently viewed with relief, since 
for some time "The greatest problem of the meat packing division was 
beef operations." 
Procurement Costs 

In an attempt to cover the transport costs of moving cattle 
supplies to the plant, the packer prefers to buy F.0.B. plant. His 
offer price depends on the estimated dressing out percentage and also 
on the estimated distance cattle must be moved to the plant. Most packer 


buyers are equipped with a "ready reckoner," which allows quick reference 
as to the price they should offer based on their judgement of dressed 
carcase weight. The dressed yield is affected by the amount of fill, 
the type and sex of animal, degree of finish and cleanliness of hide. 


The yield may affect live prices. For example: 


TABLE 4.8 


THE RELATIONSHIP BETWEEN DRESSED CARCASE YIELD AND 
PACKER PRICES FOR CATTLE 


et 


Dressed Beef Price noe and Live ert inavanueeee per » 100 Tbs. we Cote ue nt Dressing 
per 100 lbs. 50% 54% Shs 60% 


$40.00 $20.00 $21.00 $22.80 $24.00 
50.00 25.00 £100 28.50 30.00 
60.00 30.00 32.40 34.20 36.00 


(Islington, Ontario: Meat Packers’ Councii, 1971 


Source: Meat Packers’ Council of Canada, Canada's Meat PSUs Ery, 
» ?P 


1 Burns Foods Ltd., Annual Report (Calgary: Burns Foods, 
1970), p. 4 
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One large packer situated close to the Edmonton terminal market 
estimated that the transport cost from stockyard to plant (F.0.B.) is 
es cents per hundred pounds live. Another independent packer who uses 
his own trucks estimated that each truck trip from the stockyard to 
the plant costs ten dollars. Each truck takes ten head of cattle, but 
it was explained that this estimated transport cost of one dollar a 
head also included labour and depreciation Coote The cost of trans- 
porting cattle from country points to the plants varied from 25 to 75 
cents per hundred pounds live, depending on the distance involved. 
Reference to the truck liner rates for cattle in Table 3.]0(p.58 ) 
shows the costs involved for longer truck hauls. Table 4.9 gives the 
official truck rates on cattle for shorter hauls, but it is doubtful 
if these rates are adhered to since each trucking firm tends to have 
considerable flexibility in negotiating the rate schedules. It would 
appear that transport costs are a less important cost of procurement 
than was originally hypothesized since most of the commercial packers 
try to account for such costs in their offer prices for cattle. 

The packers' costing procedure in relation to procurement 
outlays can be partially explained by reference to the methods of payment 
for direct shipments from supply points to packing plants and for cattle 
obtained through stockyards. Direct shipment of livestock is cheaper 


for packing plants and has provided farmers with higher returns. 


The difficulty of obtaining comparable sets of data from 
the packers who did cooperate with this study was a major problem. 
Both of these packer estimates of transport costs appear to be high. 


G. R. Winter, Conduct in Canadian Food Marketing, No. 2 


(Ottawa: Agricultural Economics Research Council of Canada, 1969), 
op. 148. He used information from Canada Packers. 
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TABLE 4.9 


LIVESTOCK (CATTLE) HAULING RATES BY TRUCK 
WITHIN ALBERTA, 1971-1972 


—_——<——— ee —eeeEeeSFSSSSSeeeeSFSeSeNM 


Distance Rates: Cents Per 100 Pounds® 


Over 5 miles, up to 10 miles 16 
10 UB | 20 
15 20 24 
20 25 26 
25 30 29 
30 35 get 
35 40 =33 
40 45 | ose) 
45 50 vol 
50 55 £39 
55 60 4] 
60 65 43 


4 Minimum weight for one load of cattle is 20,000 
lbs. Minimum charge per load: up to 20 miles - $25.00. 
up to 30 miles - $30.00. 
$1.00 per load mile between 30 and 160 miles. 


Source: Transport Research and Deveiopment Branch, Alberta 
Department of Industry and Tourism (interview, 
Edmonton, April, 1972). 
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Stockyard charges in 1968-1969 were about 39 to 40 cents per 100 pounds 
to cover the costs of commissions, yardage and insurance. | Canada 
Packers stated in 1968-1969 that their buyers in the country were able 
to offer 27 cents more per 100 pounds to the farmer than the cattle 
would have fetched in the stockyards. At the same time, Canada Packers 
was making a saving of 12 cents per 100 pounds. Cattle delivered 
direct to plant cost 23 cents less per 100 pounds than the stockyard 
price for similar cattle and, allowing for stockyard charges of 38 
cents, the farmer gained an extra 15 cents per 100 pounds by direct 
delivery.* Enquiries revealed that the charges at the public stockyards 
in 1972 are $1.90 a head for cattle over 500 pounds liveweight. Using 
an average weight of 900 pounds per animal, the stockyard charge is 
approximately 20 cents per 100 pounds. Despite this reduction in 
Stockyard charges, the evidence in the annual reports suggests that 


direct to plant deliveries of slaughter cattle are still increasing.° 


Utilisation of Capacity in Beef Packing Plants in Alberta 
The results of previous studies and information obtained from 
persons closely connected with the beef packing industry in Alberta at 
the present time suggest that the industry is suffering from a problem 


of excess capacity.’ Excess capacity is defined throughout this study 


] 


2 


3 Canada Department of Agriculture, Livestock Market Reporting 
Division (interview, Edmonton Public Stockyards, April, 1972). 


4 see notes 1 and 2, p. 9 of this study; Child, op. cit., 
pp. 6-7; also confidential industry sources, Alberta, i972. 
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as under-utilisation of maximum potential kill capacity in a single shift, 
which may vary from 5 to 8 hours in length. The consideration of excess 
Capacity in this study applies to the plants of the three national 
packers and to the plants of the larger, independent packers. The 
national packers probably control approximately 60-65 percent of 
Canada's slaughtering industry in terms of the numbers of livestock 
Poet itenccas Various verbal estimates from interviews suggested an 
average provincial capacity utilisation rate of between 50 and 60 
percent. This may be pessimistic (Table 4.11, p. 96). 
It is possible, however, that the capacity utilisation rate 
is higher in the single species plants of more recent construction at 
Lethbridge and Red Deer. Industry sources estimated that two plants 
are currently operating at about 80-90 percent of kill capacity. 
Older, integrated plants tend to operate at between 65 and 75 percent 
of kill capacity. Other industry representatives suggest that one of 
the national packers may have higher capacity utilisation rates because 
of the experience of its buyers in procuring cattle. For one plant, 
this packer uses over twice the number of cattle buyers¢ than does 
another national packer with a plant located in the same city. Lower 
utilisation rates generally tended to prevail at Edmonton because cattle 
feeding has been drifting to the south of the province (Table Ane) «Cattle 
Special Joint Committee of the Senate and House of Commons, 
1966, op. cit. Canada Packers estimated it accounted for about 28 
percent of industry shipments at that time. The company's share may 
have increased slightly since that date. It is estimated from various 
sources that the other two national packers may account for about 30 
percent of industry snipments. 


é The size of this packing company's buying staff may inflate 
procurement costs. 
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sold in Edmonton at lighter weights are being shipped south for further 
feeding, so the packers are competing with feeding enterprises as well 
as with other slaughtering firms. 
Methcds Used to Match Plant Capacity with Slaughter Supplies 

It would be inaccurate to suggest that the question of capa- 
city utilisation is a new problem. It is an historical problem connected 
with seasonal variation in slaughter supply (Table 4.10). Achievement 
of a steady plant throughput necessitates adequate volume of supply. 
Canadian packers have preferred to have enough capacity to cope with 
peak supply periods but, for other months of the year, marketings 
are too small to use all plant facilities. The seasonal variation in 
each market in Table 4.10 is highly correlated and packer supply 
Shortages may be exacerbated by the degree of competition among packer 
buyers for cattle. To some extent tne independent negotiations of 
buyers in the "country" for direct farm or feedlot deliveries to 
plant has circumvented the problem of shortage of supplies, insofar as 
this is affected by stcckyards and auctions functioning only on some 
days each week. One plant in a national packing firm prefers, if 
possible, to keep 10 to 20 percent of the week's throughput on hand 
on Monday morning, but supply shortages may often reduce this reserve 
LORS percent. | The same plant also tries to even out throughput 
by varying the size and speed of the gangs on the slaughter floor--at 
the expense of full utilisation of available manpower. Integrated 


plants frequently vary their throughput of different species and some 


| Interview information, Alberta, 1972. 
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packers are also feeding cattle themselves. The number, however, is not 
large, since the investment in feedlot facilities for a plant slaughtering 
3,000 cattle a week might be several times the value of the plant. There 
are two instances, however, where feedlot operators have built packing 


plants. | 


The Problem of Cooler Capacity 
It is important to re-emphasize that this discussion considers 
plant utilisation levels in terms of kill capacity.~ It is often the 
case that some production stages are fully utilised whilst others are 
not. The president of a national packing firm has stated that chilling 
and cooling space is usually the limiting factor. 
The capacity of the cooler limits the capacity of a meat packing 
plant because no plant can slaughter more animals in a day 
than the coolers will hold that night, regardless of the 
efficiency of slaughter. 
One national packer in Edmonton is at present adding additional 
cooling capacity which is expected to increase plant utilisation by 25 


4 Some country packing plants and abattoirs operating on a 


percent. 
smaller scale of custom slaughter also experience pressure on cooling 
facilities. One ccuntry correspondent explained that his plant required 
additional freezing capacity to counteract the inability of some customers 


5 


to collect their kill on the appointed day. For the larger commercial 


This was the direction of development of Monfort, the ESS 
packing firm. In Canada, it is also being undertaken by Lakeside 
Enterprises, Brooks, Alberta, 1972. 

2 See footnote 1, ba 7 seror a derinition of ‘capacity. 

3 A.J.E. Child, Economics and Politics in U.S. Banking. 


See Tabie 1.3, page 8 of this study. 


Information from written correspondence, Alberta, 1972. 


i” aa 7 => . ~~ ii — : 
: o eo . 7 7 i 7 a M : : : - Pos) 

: ‘7 i pus 

ok : i oa ; 

son) et —* Fae dri we ni 9 wi AY aot otabas 2 4 ach 


er jG Agua te-d esice np t0? SavsPLtop? sathest % Paes die! 
ar inate ac) Fo eulaevy on: ; t- Bi- 30 own. ws often 


a Dive ot gd. 23 prea. Vhieus) FS counhitl pehanatant ot ow: 


ry I] 
“ i ae es ee 
wipéass qelesd To vm 
Sable ibe 2OT P22 =f 4 -657@ ieety OF TNANHQuS 21 si - 
dy 2 : sna! ©? edgezl 
. ‘ } Ns S72 niiy> ? n2 
; = ; 
rif iTéh 6 7 4 Sf so" 
« . . ~T ae 3 -" . 
[ ad. VEDueY 2f eiaq 
pits : oni os ; + OF 
’ $ —_ = ; en 4 ” 
=  * q 4! rs + at y | ) 1, 4 ” af p4 cy ang eq > Py é wid, 7 
ez Phod TT tw eye o0s We. fh 
‘ + Visr 3% ‘ , PA a >) MSeL) ] 2 “A ris 
it t nt j 5a ts ' Ww Wace J Bribes pith) 
: 7 L SOAS fu. ial ‘vy tv 
' os , . 
Ty 7G a * r : * cae 1% whe Al ! pA: Trae . 
2; ’ ¢ - » 4 — a 
pnt FOOe Oo @Wese ic. Oe! G Ene? MOTUS Ue elsog 49 
- > 42 : 
7 7 > : he ee | r 215 


bavivost 4 Gal > - 7 4. Sage bj opt 10: Corie 5 ant Sots rast 


Se G1 aa! . ‘ya segewen UF yItsegen nu! ene fimo Fi 


. 74 = ya * > > ? : . 
fei svaiton 80K | 7 ” ap sndatogge od) pe tT: Sawa do 19: 
a = 
va ww , * P : = yi hi ry ¢ s 7 


= * gy : J : 
si a Aah old» dowt Hot 4 to 4 13 5 Ay Li auth hy i eu aut. 


er ehbeete) 4 CARRS ERY Le “oe Bee 2. 
ey Bh a 7 : : . 
1 P= 7 : i] ~ 


a oer - pees, 
* 7 a= . te wt, =v s Tr ts 7 
" eitopars" Aougrsini ied 5 1 7 


S ants 
7 
ie a ’ 
une at oe i ns . 


oe) 


packers, the pressure on coolers is caused by the necessity of reserving 
space to age beef according to retailer specifications for the Alberta 
domestic market. For beef shipped to Eastern Canada, the normal ageing 
period is about 10 to 16 days, but the Alberta packer generally keeps 


the meat in his cooler only three days. The ageing process is completed 


] 


in transit and at destination. Table 4.11 shows the estimated slaughter 


capacity and utilisation at the major locations in Alberta according 


to available information.* 


The Influence of Government Policy 
The Department of Regional Economic Expansion (DREE) 
The department was established in 1969. Its objective is 
to reduce regional inequalities in employment and earnings opportunities 
in the less developed areas of Canada. Development incentives to 
encourage new productive employment and economic activity constitute 
a major part of this programme. 


These incentives are not continuing subsidies. They are 
designed to offset the initial disadvantages of an industrial 
investment in the areas where additional employment is most 
needed. They reduce the capital costs of the company, so 3 
that it will then be able to operate on an economic basis. 


Hawkins and Manning, op. cit., p. 3. 


Industry estimates, Alberta, 1972. It was difficult to 
eliminate bias from interview information. Tabie 4.11 suggests that 
the average provincial capacity utilisation rate (50-60 percent), which 
some packers quoted, may be pessimistic. Another source estimated 
that Alberta may be slaughtering 20,000 or 21,000 cattle a week (1972) 
out of an estimated 25,000 head, which was suggested as the possible 
maximum from all current facilities. 


Department of Regional Economic Expansion (DREE), Canada 
Development Incentives for Industry in Designated Regions and Special 


Areas, Cat. No. RE-32-870 (Ottawa: information Canada 1971), p. 3. 
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Figure 4.3 shows the DREE incentive or designated region in 
the south of Alberta. The included locations of interest to the meat 
packing industry in this province are Lethbridge, Brooks, and Medicine 
Hat. A company wishing to establish new manufacturing or processing 
facilities, or to expand or modernise existing plants in such a desig- 
nated region, may apply for DREE investment grants or loan guarantees. | 
Table D.4.1 in Appendix D shows the maximum incentive grants allowable 
for each region. Appendix D also gives an explanatory list of condi- 
tions and terms attached to the incentives programme, while Table 4.12 
indicates the DREE payments (under the Incentives Act) which have been 
offered to the meat packers who are currently operating, or planning to 
operate, in Alberta. 

The total governnient cost for the Alberta meat packing industry 
under the DREE incentive has so far reached $1,306,188, whicn is 22.21 
percent of the total estimated capital cost of $5,880,562 for new expan- 
Sion and modernisation in the meat packing industry in Alberta. A com- 
bination of factors in the situation facing the meat packers at the 
present time has been causing the industry some concern over this 
federal government policy. 

Most representatives interviewed from the packing industry 
comnented on the current government grants policy and some stated that 
without such assistance many recent additions to plant capacity may not 

See Appendix D, item 3c, page 159 for explanation. The 
guarantees tend to apply to hotels, convention centres, recreational 


facilities, warehousing and freight handling facilities, and are more 
usual in regions which are already relatively developed. 
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ELGURE Seg 


DEPARTMENT OF REGIONAL ECONOMIC EXPANSION DEVELOPMENT INCENTIVES 
PROGRAMME FOR INDUSTRY: THE DESIGNATED REGION IN ALBERTA 


Province of Calgar 
As eese Reca 


Census Divisions 
(E.De) V=15 


6 
_.} DREE Incentive Region B = 
Source: Department of Regional Le 
Economic Expansion, Canada Ca . 
Development Incentives for hoe 


Industry in Designated Regions 
and Special Areas (Ottawa: 


Information Canada, 1971). 
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have occurred. It did not always appear clear, however, if a distinction 
was being made between the addition of new capacity and the modernisation 
or expansion of existing facilities. 

The problem of excess capacity and its possible connection 


with government grants is being publicised by some industry represen- 


tatives: 


The Lethbridge plant of Canadian Dressed Meats had its 
earnings drastically reduced during the year by the opening 
of a third meat packing plant in the city. The existing two 
plants were not operating at capacity, so there is little if 
any extra employment generated by the new plant which was 
built with substantial assistance from the federal government. 
All three plants of course are now in an unsatisfactory profit 
position which will not be eased until there is a Ts ciealt) 
increase in the number of cattle in the Lethbridge area. 


As to the beef situation in 1971 it is uncertain whether 
there will be any great increase in cattle marketings. This 
means that the present surplus capacity of beef facilities, 
with resultant inefficiencies, will still persist...It seems 
nighly improper to use Federal funds to worsen an already 
inefficient situation. Present cattle slaughtering capacity 
on a one shift basis in Alberta is about 25,000 head a week, 
actual average slaughter in 1970 was 17,060 head a week and 
no great increase is expected. 


This might suggest that the capital subsidies may be affecting the 
allocative ability of the market by causing an excess of resources to 
move into the Alberta meat packing industry at the present time. 

One of the ways in which the DREE prograine tries to encourage 
economic growth in designated areas is to improve the quality and the 


quantity of the factors of production. ° Table 4.12 indicates that the 


| Burns Foods Limited, Annual Report (Calgary: Burns Foods 
Limited, 1971), p. 4. 


: Burns Foods Limited, Annual Report (Calgary: Burns Foods 
amiced. 19/0) 5.0.00. 


3 The attempt to improve the characteristics of factors of pro- 
duction is a more dynamic interpretation of economic growth that that of 
the Agricultural Rural Development Act (A.R.D.A.), wnich primarily focused 
on unemployment and full utilisation of available regional resources. 


s - - - 

tee 7 - 

“J ny ; oe 
> 


Fy : 
aw {rio jaaahs texaqs wy os 

ethasiesso6e As has’ (tangas wor to nol tthbs si@ named 
| - dota TT tsa baer 
Gabssadied eha}evo: avi bow 42 150q83 ze6088 

epaeeigen yitevint mame yo Gootoildeg ghisd 2b Simesg Mmonmseveg | 


pi? en cleat) bac227) natoent) Yo Snate spores ontT 
BL arf ay ve Seay of? pelt uapaint sore rid siesta 2 a 


rare «A im of af sadly Getined See bia « a 
oe ereslt 8) Geri? oe . 7? leq ih guise Ge wioe asentg 2 ao - 
See 5) Ireiy wos ot ° A) a en@p Sapaenyo | (rns ented. 4As 7 = ~ 
JMerrevey (reete mt vues ztaae. Tebinalodee ati Ol td a 
ae » $0 7eee Yeats»! , ote peyoes ts sinatg 9 sie 441A 2 
2. '+ 0.4 Wetageiedue ~~.» si] ra teats et San, Ofie dope colt feed 
Lr ehh" ri oi pi eftieo Jo) Vadiaw at"? sebrenh 5 


VRS iw (bea) too iu _ vel ame nora aiatie Tied sit? 09 zh” 
fini .epyceeye siad50 0! ether Fate Ame of iiwidvedt” @ 
ie _ iteei*tesr % <P aaens. 7 inte apassty an) 15 "AGM 


ae }) ; p ilice Tht pe@lapatetetea! Faadivery again 
ybarth ta aecce ov! Fewbpl au a? verorgel efdght -o 
Bie pW ya 209 Sober’: Beisoutte Jnots teat 
003" 0 faw 0) set @pepl FS ah: Zheaed ¢tide snp 4nd T 
Hitt 2a00 & “er i thw Cpe). Gt eapnele weeveve CaueoA 
“ne os : * beseqgen gr oeaetshd tate. on 


* 


St Driioetia en yow colbt cde Tertqes 9 3643 tngpue-sdgty anit” : 
| -) a ewosir tad scoaee a: neteuso ad Jofsbe at Yo wil hts avitsooffs 
i Teerog ett 35 wiles gating saan garadth ont arnt "0 i 
«Swoon Ge Rabed seateige ny Thome Mette aye wet te pn aoe 
~, a WI thes WS ave LRT OF ef 28086 Watangtexd nt Atworay -al 
rae is mie ircidil Sih shdey € aoktouborg to mee wit 1 a ne * 
a es < : a ere aig ae 
ch 
at , 


} a 
-996e 


7 “< 


101 


DREE programme is subsidising capital in the meat packing industry. In 
theory, a capital subsidy lowers the price of capital relative to that 


of other factors of production, such as labour. 


FIGURE 4.4 

RELATIVE PRICES OF NON-NEUTRAL TECHNICAL CHANGE 
CAPITAL AND LABOUR 

im S 

8 2. 

= S 

(a0) 

oO 


labour labour 


(i) (ii) 


Figure 4.4 (i) shows a reduction in the price of capital rela- 
tive to that of labour. This may encourage the use of more capital (as 
far as technology will permit), which would increase output. In Figure 
4.4 (i) the slope of the isoquant (representing the marginal rate of 
substitution between capital and labour) is unchanged; therefore, 
technical change can be described as neutral, since the relationship 
between the marginal physical products of both factors does not change. 

If, however, the capital injected into the meat packing 
industry involves a change in technology, there will be a non-neutral 
technical change in the production function as shown in Figure 4.4 (is 


The marginal physical product of capital has increased relative to that 


b more capital 
intensive 
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of labour. Such a change would occur if, for example, new and more 
efficient machinery were used. It would appear that the underlying 
technoiogy of the meat packing industry has allowed the packers to take 
advantage of the DREE capital subsidies to substitute capital for labour 
in the production process. (On the rail processing, automatic knives, 
etc.). The DREE subsidies per job created, however, may represent an 
attempt to offset the tendency to take advantage of capital as a less 
expensive factor, since, if it is relatively easy to substitute capital 
for labour, the wage bill may decrease. DREE, however, also aims to 
increase employment and earnings opportunities in designated areas. 

The DREE programme applies to the area of Alberta where the 
supplies of feeder cattle and cattle numbers in general have, in fact, 
been expanding (Tables 4.2, 4.5A, and A.3.9). Most of the new industry 
investment has been at Lethbridge (Table 4.12). It seems possible that 
the programme may have sacousaaed the closure of obsolete plants and 
the modernisation of existing equipment. 

There has been some discussion of the proposed development of 
a packing plant at Brooks. All the information from the packers suggests 
that the distance of 94 miles frem Brooks to Lethbridge is well within 
the procurement area of even a moderate sized packing plant. The mini- 
mum procurement radius seems to be about 150 miles around the plant. 

In addition, despite the packing industry development injected into the 
Lethbridge area in 1962 and again during 1969-1970, the rate of increase 
in livestock production has continually failed to fulfil expectations. 

One of the national packers has remarked on a general attitude of "over 


optimism" and another national packer has remarked that none of the 
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three plants now at Lethbridge is operating at capacity. Bearing this 
in mind, it is difficult to discover the rationale behind the DREE 
subsidies of $396,607 at Brooks for capital and labour employed in the 
plant, unless factors other than the amount of capacity already in the 
southern area impinged on the decision. There may be some concern 
about creating employment in this area, for example, since the 
subsidies per job created are the highest in the province (Table 4.12). 
Lt 1s snot altogether clear if consideration has been given to 
possible linkage effects between slaughtering and meat packing and other 
sectors of the regional economy. Perusal of the DREE monthly reports 
reveais that, in general, grants to the Prairie region have tended 
to be for heavy machinery concerns, animal feed processing, and other 
industries involving backwards linkages from primary eH 
Grants to Ontario and Quebec, on the other hand, have tended to be more 
consumer goods oriented, such as processed foods, clothing, and elec- 
trical and chemical products. There are indications, however, tnat the 
meat packers in Alberta may be attempting to diversify their operations. 
One national packer has established a block ready beef line in Edmonton 
while a branch of a Toronto-based firm specialising in beef ard pork 
processing, portion-controlled cuts, and oven-ready meats has increased 
its sales so rapidly in Edmonton over the last two years that expansion 


is underway. 


| Burns Foods Limited, Annual Report, 1970, p. 4. 


2 Statistics Canada defines any industry which buys 50 percent 
of raw material input from natural resource-based inaustries as primary 
manufacturing; also, DREE Monthiy Reports, Ottawa, 1971-1972. 
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It might be thought that the DREE programme could be affecting 
the competitive environment in the meat packing industry by altering the 
concentration ratio (in terms of the number of cattle slaughtered). 
Table 4.12 shows that most of the assistance has so far gone to the 
three national packers. It seems to be the case, however, that the 
independent beef packers still create effective competition in their 
own areas. The smaller slaughterers and the commercial packers are 
catering for different segments of market demand. The smaller indepen- 
dents tend to be rural based and most of their business is farm, custom 
and home freezer kill. The larger packers, however, are competitively 
seeking cattle supplies in the same areas to satisfy the demand for beef 
from the metropolitan consumer and the export market. 
inesreed hreighiaAssistance: Policy 

Another government policy wnich may affect indirectly the 
location and operation of Canada's beef packing industry is the Feed 
Freight Assistance Policy on grain. It has been suggested that the 
Feed Freight Assistance Policy may affect the location of beef cattle 
production to some extent, in terms of provincial competitive advantage, 
since it alters the transfer cost between regions on grain, which is 
a major input in livestock production. Table A.3.2 may partially 
Yeflece the impact.of such aypolicy.. sIhessubject of feed freight | 
assistance has been discussed in considerable detail en ene 


T. C. Kerr, Feed Freight Assistance, p. 335 Teter. 
Determinants of Regi onal Livestock Supply Ottawa: Agricultural 


Economics Resear pelea of Canada, ‘July, 1968), p. 8-11; Leron] 
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Costs of Operation and Profitability: Some Considerations 
With Respect to the Beef Packing Industry in Alberta 


Labour Costs 

Table 4.13 shows consolidated statements of profit and loss 
as presented by the major packing firms in their annual reports. Over 
the past decade, the percentage share in the value of sales of each 
cost and expense item has shown little variation. The levels of sales 
and expenses on the livestock operations of a diversified Canadian 
packing company are shown in Table 4.14. The situation is similar 
for American packers. In 1964, the cost of their raw materials was 
73 percent of the value of sales; wages and salaries accounted for 13.1 
percent of the value of sales. The frequent allusion by packers to 
labour oe in the annual company reports suggests that the escala- 
tion of this component of variable cost is causing them some concern, 
Since the industry has a higher labour use rate than other manufac- 
turing industries (Table E.4.1, page163 a In 1972, unionised labour 
in the industry received an increase of 27 cents an hour. But, as one 
packer explained, fringe benefits account for about 25 percent of the 
average wage packet, so the total increase is probably nearer 32.6 
cents an hour. Previously, Burns Foods negotiated wage settlements 
costing $2,700,000 for 1969 to 1971 and a wage increase of 8.6 percent 
(29.73 cents an hour) in 1970. Canada Packers faced a 9 percent 


increase in labour costs in 1970. 


J. R. Ives, The Livesteck and Meat Economy of the United 


States (Chicago, Iliinois: American Meat Institute, 1966), p. 219. 
2 


Appendix F provides a brief outline of packing plant tech- 
nology and methods of operation at the various production stages. This 
is to assist understanding of the discussion on industry operational 
costs. Tables preceded by "E" are included in Appendix E. 


Le ans ae on _s 
ave cyt tT htad 9 rt bits fe 
ae He a Teel’ rsa 


re A 
hs A 
2ao! bia Tew Apes unin t® so7sbtfosngs aa 


a YO 2afee FA Suey of) nf avec? Son neay a ads eabaned 3 $q eft 


v en 
sotes Yo sfevei 4AT .oblotvey ofostl monde 260 mee? ozseces bn ‘320: 
, 7 
rePhena?) Gelitavevii « to enol ticegqe Noatanet? eft no eoensqxd Bi DAB 
mifate 27 nertuw bi, ida? a? Qwone evs yregns ear 16 
tow Fiestas wer sre ao ott ,O08F 41. yarvedoed nest ! ah a 
rei : r4 ia) APs ae 4 <= l Bi oul ny oy a) ines 50 £3 
P - 
6) 397 9C # f icarveée a ye an? 
~flsous ai") Wo 4 fiimne et ale { 
(FSS iW a ee } 7 Pl dnt 4V ATs 2) -~ = - Ste 10 +4 
“DETUHIM VWHts0 lal tetght & tin viteubat sft onl 
5 ¢ ‘ ¥ : -_ = a 7 
7 NVOGE) DeSINOgT YL . t' Sipe t.b.2 nidet) eal Jevont p ru 
- 7 " p : 
> Sip rs sud ;% ; 24° a\s ike Dew 1 < sa n au sy ¥ a? AF 
H | 
ons Wwe haar Le ive ‘a af* 4a j eont? seit: ot: rye 


KT 
Oca. VeVi Vidhdowg <i eseevot Vested (eas Ge earee ry. 7 vem 
tanaegT se “Sue t - ued ria “ fete ves4 a ie a 


2 PSEA weevon! opr n ten rela Ret von gO, ont. $4 


o0 8 i Fj : AJ "< , 
mey Bag © @-On28 ne chery te ” nei’ 


“vey 
“yer 


> fet tty, ae . : 
' Rag? Ph - ‘ ophiiniaaat anil J iat To Wes ra 


_ 
a - 


enone sea pag @ 


106 


S1uodey [enuuy ‘pazLwiq spoo; suung 


-LSUDALP QUO YONW & SL SILLMS 


uoQWwWwod. ued 


-WOD 02 2INILJ4LP sue 
-qns pue satuedwod ay. JO StUuNODDe ayy [|e SpNLOUL sjUawazeIs |asouL 


“(LZ6L ©2961 ‘padLwi] suayoed epeue 


"(LZ6L S296L SPa2LWL] Spoo4y suung 
70JU0U0]) SZUOdSyY Lenuuy SpaztWL] Suaydeg epeuey 


>Aueh Led) 
789UN0S 


"1qap WA3}-HuoL UO ZSeudqUL SEM SaLeBS JO JUaduad [L°0 5 


“sa7eULasa UL Suousua BuLpunou Jo asnedeq [e102 02 ppe jou op swe] 


fe} 


*suolzeuado [2702 40 qued ualjews e st BuLyoed Zesw YyOLUM UL OStuduaqus pals 


"p27 °0J uelLpeure) 2JLMS JO SzZUNODDe dU] 


“BoURUUOJUad UstZEq Be MOU Sey pUue UOLeSLUeHuosuU abue, eB aUOHuapuN sey Aueduiod auz “Egg, edULS 
(SsSOL) sBuLuuea ou £70z* 9G‘ bd S(SSOL) Sbuluuea yeu tg6z‘zz/*9z$ *xe1 auojag sbhuluuea (sales JO JUBdued 94°9) SHL*ggg*zeLs 
*“sasuadxd aAlzeuzsiulwpe pue Bur__as £(sales Jo yUadued GE°7Z6) OHZSOLOSZL9‘Z$ PLOS SpooH Jo 3809 £/88°9ZL‘/285Z$ Guam Sales *gg5, UT 
*suolzeuado Jo aueus 1Sebue, aya seu ssauLisng HuLyoed ZeSw au YNG SaLueLpLS 
“a_geuedwod apew uasq aAeyu szuodau Auedwod alqissod eusaum 


"yG°e$ faueys 


“sued 


e 
Heats 09° L$ aueus sed shuluse3 
p86°EEL*€ vol 000°68S‘°6 viv £09 €09°LL0*S dea, Joj Shuiusez 2eN 

4l8°0 201s 906° 2 66°0 000°8/0*°6 ie 0) 995° 862 16°0 Ep9° LL0°S SUOLZRVBdO wor; FLL04d 
10°66 000° 00LSOL6 sasuaedxq [e210] 
S80 670° 6v0°E eS. ll o00*Slz*2l 9€°0 GZ8°LLS vival €ESL°290°8 Saxe} JO} UOLSLADUd 
€8°0 8E8° 0162 0L°0 000‘ 22r‘9 S8°0 LL9° 802° | 69°0 L9Z°PE8*E S19Ssy 
paxtj JO uoLieLoeudag 
LES p99‘ POL *Sl LLG o00* Eso‘ es GE? 280° Lte*8 €2°S 6LS*P8L°62 sesuadxg 
Burzevedg 2 Bull jas 
Goel LOL°ZL6° Et lpecal: OOO*SSE*LLL 0) Sl 08S*Z8r°sl Comal: 60L°€26° 79 SL jsusg 
9 sobem SsaltueLes 
Bre OSE 88r*ZL Senay, 000228‘ 6€ MLS 876‘ 6Se°S v6°0 6LL°SL9* LZ saitddns pue sebexoed 
ee Le 9/8° 7S8° LZ RAVE 000‘ €€2*° £89 El 6L 970*Z0S*ZLL fe SHE 60 6LL°6Lt SLeLue Tew Med 
pue Yxd07SaAL| Jo 3809 
00°O00L 8vZL*00E*6SE$ 00°00L 000‘ 8ZL‘6L6$ 00°O00L 969° ELL‘ 2vL$ 00°O00L 618°S/0°8SS (zou) queld 
“q°o°4 - Sales JO anlen 
LSE*LZE°8L Aynp pue 
Sabueyd yUuodsueu. ssa] 
O€z‘€08*9lS$ SOLES £0 SNL PA SOLOAUT 
"$3125 $O % Spoo4 suung sales 49 % Suayoeg epeury sates $0 %  spooj suung sates $0 % Suaxoed epeury Wet] 
eel Sallis] q 
LL6L LZ6L 2961 2961 


poo0 | QNY LI40Yd G3LVAIIOSNOD 40 SLNAW3LVLS 


elo aiavi 


LJoaOo 40 eormierme 


= 7 * Gat “abses 


aT a 


> 


. Beet 


lee 
_ 


or 


ar wi a ao 
th XlE¢ + * in - : 
= om, ae = .t—: ia a 


~ ‘ = 


_ 
al 


ut ve 
ta a 


7 - 
Piao A 
7 a 2 a 
Pa ie a - 
ot; (oaler *9 25h 


* kc ltg Se aes 9 atk wal gaa 
=e ee kai 


p¢ <> , teas te nt bts, 2 
7) see zp o2ige & 


- 3 
rey - eu 2 +" abe hs = 
; Or one eu) 
2uke ga Se. c a=) “ 


107 


TABLE 4.14 


PROFIT AND LOSS STATEMENT OF A COMPANY'S OPERATIONS ON ALL 
PRODUCTS DERIVED FROM LIVESTOCK, 1962 


Percentage of 


Item ($) Livestock Sales 
Value of Sales 316,300 ,000% 
Cost of Livestock 248 ,400 ,000 (o255 


Cost of Materials 
& Packaging 12,600,000 3.98 


Other Expenses (selling 
expenses, wages, 


benefits, etc.) _52,000,000 16.44 
Total Expenses 312,000,000 98.95 
Profit before Taxes 3,300,000 1.04 
Income Taxes 1,800 ,000 0.56 
Profit from Operations 1,500,000 0.47 


4 This figure represented 55 percent of the company's 
total sales in all divisions. 


b No other details were given about what these 
"other" expenses involved. 


Note: Profit represented 1/6¢ per Ib. of product sold. Of the 
total assets on the balance sheet, 36 percent were 
employed in the livestock section of the business. 


Source: Canada Packers Ltd., Annual Report (Toronto: Canada 
Packers uctds.) 1962) s0D.n7s 
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The inability of the packers to greatly reduce the labour 
Share of variable costs (Table 4.13) despite some apparent substitution 
of capital for labour (Table 4.12) necessitates a sustained effort to 
improve labour productivity. At present, there seems to be a trade- 
off between using labour intensively for maximum productive efficiency 
and trying to "spin-out" available throughput in periods of short supply. 
This involves the use of "slow gangs" on the slaughter floor and unpro- 
ductive chores. Williams and Stout maintain that labour productivity 
in the packing industry has lagged when compared with other processing 


industries. | 


Reference to Table 4.15, however, shows that the packing 
industry has recorded an average performance in terms of value added 
per wage worker, in comparison with some other industries. A similar 
Situation occurs as far as value added per wage dollar is concerned. 
Regional differentials in wage rates may have some influence on 

choice of plant location, as packers must pay competitive rates to 


compete with other industries for labour. Some regional differentials 


in average weekly wages in some provinces are shown. 


TABLE 4.16 
REGIONAL DIFFERENTIALS IN AVERAGE WEEKLY WAGES IN CANADA 


i 
— 


Year Quebec Ontario Alberta Canada 
Se 
1964 84.51 89.93 86.70 86.68 
1965 88.71 94.54 90.98 91.19 
1969 114.24 ales Ye 5 W263 
1970 122.38 foeoc ihe ebs RS 126.82 


Source: Statistics Canada, Canadian Statistical Review, Cat. No. 
11-603 (Ottawa: Queen's Printer, 1966, 1970). 


t Williams and Stout, op. cit., p. 368. 
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Other Site Costs 

The packing industry is also a high user of public utilities 
(Table E.4.1). The city of Edmonton has caused the packers some concern 
by increasing the penalties for water pollution (for example, the level 
of suspended solids) and the cost of sewage by 15 percent. One packer 
estimated this would add about 2 cents to consumer meat prices. In 
Calgary, there is a similar situation. In Toronto and Montreal, as 
pollution control costs escalate, the increase in the costs of public 
utilities to the packers may be an important factor to be considered 
when choosing a plant location. 
inesethect.or Capacity Ulilisation onsPlant costs 

A study of Australian export abbatoirs substantiates industry 
evidence from Canadian packers that utilisation of capacity is one 
factor affecting profitability through costs of operations. | The 
Australian study was a statistical analysis of the effect on costs of 
changes in annual throughput, the average utilisation of capacity and 
the variability of utilisation of capacity. The study included consi- 
deration of the age and standard of plant construction, which affects 
the contribution of fixed costs to unit costs; the variability of 
throughput; and economies of scale which, in theory, should result in 
a tendency for all per unit costs to fall over certain ranges. 

In 1969, the study found that an abattoir with an average 


capacity utilisation of 65 percent had a cost advantage per unit of 


S. A. Parsons and J.W.B. Guise, "An Analysis of the Costs 
of Operation of Export Abattoirs in Australia,” Quarterly Review of 
Agricultural Economics, Vol. 24, No. |] (January, 1o7 1s be 478 eis 


is one of the few recent studies which has been able to obtain suffi- 
cient data for an analysis of slaughter plant costs. 
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$0.20 and $0.73 (Australian) over abattoirs with an average utilisation 
of 45 and 25 percent. This suggested that abattoirs should seek to 
attain a high average capacity utilisation to secure Savings in the 
unit costs of interest on capital plus depreciation. The results also 
indicated that for the ranges of annual throughput considered (26,000 
to 223,000 cattle equivalent (C.E.) units, 18,000 to 155,000 C.E. units, 
and 10,000 to 86,000 C.E. units), the greatest unit savings were achieved 
at annual throughputs of less than 60,000 C.E. units per annum. Further 
unit savings were indicated for higher annual throughputs, although 
they tended to diminish rapidly as annual throughput increased. The 
Study's conclusion may verify, to some extent, some accuracy in the con- 
tention of the Canadian beef packing industry that little apparent 
advantage is gained by constructing larger plants--in other words, 
economies of scale are ened 
Parsons and Guise” also suggested that the failure to match 
capacity with available slaughter volume resulted from the difficulty 
of projecting long-term growth in livestock supplies; the increase in 
capacity caused by new technology and stricter inspection; and the 
fact that any increase in unit costs of operation (as a result of a 
Childs Economics and Politics. 10/7; "see ialso fable 
D.4.2. This table was compiled in 1965 and it is probably subjective. 
Some indication ef capital costs needed to enter or expand in the meat 
packing industry can be seen from Tables!.3 and 4.12. One incus try 
source suggested that any advantages gained from large scale capital 
equipment in terms of cost savings may be offset by increases in other 


expenses, such as higher livestock prices and costs of procurement, 
wages, and utilities costs, etc. 


Z 


Parsons and Guise, op. Cit., p. 55. 
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low average utilisation of facilities, for example) may be offset by 

the profit advantages that can be derived by having the capacity neces- 
Sary to cope with peak demand, especially when large numbers of livestock 
become available in adverse seasonal conditions in the Australian environ- 
ment. Tney stressed the importance of balancing cost savings arising 
from the design of a plant of sufficient scale to achieve high average 
capacity utilisation and low variability in utilisation, as against 
possible high unit costs of interest on capital and depreciation. An 
ability to spread fixed costs over more units of output is desirable. 

It is suggested that some of the characteristics of the 
Australian slaughtering industry are applicable to the Canadian industry. 
For example, Canadian meat packers also face seasonal variations in the 
numbers of cattle marketed and the slaughter plants of more recent 
construction, while smaller than previous plants in terms of physical 
Size, embody technology which increases maximum potential capacity. 

Consideration of such problems associated with capacity 
utilisation helps to explain the attitude of the Canadian meat packers 
towards the strike at Canada Packers' plants in 1967 and the consequent 
effect on industry profits. 

The strike at Canada Packers Limited...was clear evidence of 


the surplus capacity which exists in the meat packing vee 
while their plants were closed there was no undue strain on 


the rest of the industry ... Now that all plants are back in 
operation ... competition for existing supplies of livestock 
is driving profit margins narrower ... This means that only 


two kinds of firms will operate profitably: those who are — 
diversified into non-meat lines and those whose efficiency 1s 
considerably above average. 


q A.J.E. Child, "President's Report," Burns Foods Ptaes 
Annual Report (Calgary: Burns Foods, 1967); see also Table 4.11 for 


estimated plant capacities in Alberta. 
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In 1962 another packer made a similar comment on the strike: 
During that period of time, hardly a ripple was felt, with 
every available animal being handled efficiently ... and 
every retailer's requirements filled as ordered. Furthermore, 
for the first time in many years, meat packing operations were 


generally profitable as some of the excess capacity in the 
industry was eliminated. 


Profitability of the Beef Packing Industry in Canada 

The size of the farm-retail price spread (Figure £.4.1), 
together with the rising trend in the dollar sales of the meat packing 
industry (Table 4.13), have frequently provoked the allegation that 
meat packers receive sizeable profits. The meat packers claim, however, 
that their industry has "notoriously low" profits. A major part of 
fresh beef output leaves Alberta packing plants in sides, quarters or 
large wholesale cuts with little further processing. There is less 
value added, therefore, to the final product than in other industries. 
A beef packer's net profit depends more on the difference between the 
price paid for the live animal and the price realized for the carcase 
and by-products, less plant and handling expenses .¢ This is a major 
premise in the packers' claim that “profit margins are low." Table 
E.4.2 shows the estimated increase in raw material costs in several 
industries over the last decade. Although raw material costs in meat 
packing are about 70-80 percent of total costs, this table shows that 
it is the only industry where sales have increased faster than raw 


material costs. 


| Information by correspondence, Alberta, 1972. 


! Table £.4.3 shows a typical beef cost sheet presented as 
evidence by Canada Packers to the Joint Committee on Consumer Credit, 
1966. 
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It may appear that the packing industry's net profits are 
low, if a ratio of profit to value of sales is considered (Tables 4.13, 
E.4.4, and £.4.5). However the value of annual sales, as compared with 
the value of total assets employed, is greater in the meat packing 
industry than in many other industries. The relationship can be 
expressed in terms of a ratio--the annual sales turnover of total 
assets. The "turnover" is about five ines a year in meat packing 
compared with about 1.4 percent a year for all manufacturing industries. 
A lower profit to sales ratio in meat packing, therefore, need not be 
financially unsatisfactory, since each time the value of sales covers 
the value of total assets in a year, this, in effect, spreads a meat 
packer's fixed costs over a higher volume of output and therefore 
reduces fixed costs per unit of output. | 

An attempt was made to compare the financial records of 
industries operating in Alberta (Table 4.17), but the data were incom- 
plete. Table 4.18 is a more successful attempt to compare the financial 
performance of various Canadian industries. Canada Packers has a working 
capital ratio (current assets += current liabilities) comparable with 
other industries, but that of Burns Foods is the lowest listed. 
However, Burns Foods' performance with regard to sales increases and the 
resulting improvement in the profit to sales ratio is satisfactory. 

| Problems were encountered in ascertaining the bias in inter- 
view information from the industry, since the meat packers do not tend 
to emphasize the rapidity of their sales turnover to the same extent 
that they stress their low profit to sales ratio. Table 4.15, p.109 


also shows a satisfactory record in meat packing with regard to a crudely 
estimated price -cost margin, in comparison with other industries. 
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The packers appear to be achieving a very satisfactory return on 


capital. | 


Reference to Table E.4.4 gives some comparison between the 
packing business and other enterprises in the United States, for 


earnings as a percentage of assets. 


Recent Developments in the Beef Packing Industry 
The references to innovations and product development in the 
annual reports of the national packers seem to suggest that diversifi- 
Cation into new marketing channels and further processing, which would 
result in more value added per unit of output, is taking place. Some 
attempt has been made at more aggressive marketing techniques and pro- 
duct differentiation (ProTen Beef, for example). A block ready beef 
line and a new processing company in Edmonton and a new plant entirely 
for beef processing in southern Ontario may indicate a positive change 
in the attitude of the industry. The downward pressure on packer 
selling prices by the retail buyers may have been due, in part, to 
the large volume of product traditionally moved by the packers. This 
policy may have adversely affected packer bargaining power over price 
(and, therefore, packer income) when beef was plentiful in the marketing 
channels. The meat packers have been relatively slow in changing their 
ideas and they are still cautious. For example: 
In the last few years, much attention has been attracted to 
some new developments: convenience and snack foods, portion- 
controlled meats for hotels, restaurants and institutions, 


lock ready beef and meat cuts prepared in packing plants 
for home consumption... Burns are willing and anxious to 


In Table 4.18, due to data deficiencies, some caution is 
necessary in comparing the rate of return on capital employed between 
the two packing firms and the other industries which are aggregated 
by sector. Sector averaging tends to give a lower figure. 
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engage in these new ventures, but only as fast and to the 
extent that we can do so successfully...Most new projects 
require technical expertise, able administration and a mer- 
chandising organisation which usually must cope with severe 
competition. Burns will move jnto new ventures whenever 
these requirements can be met. 

The alleged lack of funds for research and development 
because of "low profit margins" must be treated with some scepticism, 
Since the last decade in Alberta has been one of great expansion and 
technological advance. At least two research papers on nutritional 
analysis and consumerism were presented at the Annual Meeting of the 
Meat Packers' Council in Montreal in 1972. The annual reports of 
Canada Packers indicate that the company has an increasing interest 
in research and development, and that it continues to undertake 


substantial new investment in the installation of new equipment and 


2 
new processes. 


Burns Foods Ltd., Annual Report, 1969, p. 4. 
2 canada Packers Ltd., Annual Report, 1970, p. 7. 
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CHAPTER V 
RECAPITULATION, COMMENTS AND CONCLUSIONS 


The study has examined factors affecting the decentralisation 
of beef packing plants from Eastern Canada's populated consumer markets 
to Western Canada and has discussed location and operation of beef plants 
in Alberta. Changes in the location of beef cattle production, the 
Structure of the transportation system, the costs of other inputs, such 
as labour and utilities, and government regional policy were hypothesized 
to be factors affecting the choice of packing plant location. The availa- 
bility of slaughter cattle and utilisation cf plant facilities were 
expected to affect the methods of operation and profitability of beef 


packing plants. 


Shortcomings of This Study 

The main problems encountered were the deficiencies in the 
availability and reliability of sufficiently disaggregated data on the 
meat packing industry. Official data collection agencies are unable to 
release such data and the meat packers themselves are extremely reluctant 
to do so. It was difficult to ascertain and to correct the degree of 
bias from the interview information that was obtained from various 
sources. The discussion of capacity utilisation and plant operating 
costs in particular is incomplete. In practice, the section was modi- 
fied into a general discussion of industry operating costs. The data 
limitations and the omission of other meats and poultry from the discus- 
sion indicate the need for circumspection in interpreting the conclu- 


sions of the study. 


119 


? 
+t ri a 


= hs . a) (0 - 


: i. d scil' nay | ri hs 2403 DE bantene a e oat 


r a ston? apa poate satan od to! 


‘ Than MO 4) it 


oS 


clan! dg, Tas 1 i’ eae ) ® i} ait USseze <5 eu ins al Bis. re # of 
a : a 2 a - _ 


oft e's gy wha? 526201 ad AT 2a! om .otindtA at 


GES CSuare, eee, e; henge n Hameqenga, ot? io ous outs 


' - eon 
é a - . ,« —%.* yoo by he me bays ons THOdeE ES 


=< 
«i | stone 645 Giitastts 2 
= ¥ = = ‘ ~ & 
» 
<2 = } 7s ts 92285 | th 
- od ad 
8 @ 


St) Ho arel lpiedstp ec? rb -y! sust oP Fue FO MPI AR BET OY bre oe 


4 a Z An, oe -" ro = ‘ * > 
di ak Ze FH | SPIO Sevfeutet pata 
all : 
«, a eT = - - iad LD a : 
sastouisy ylqetab ane o-+ cine Feehan? ta eek af 
_ ’ 


- 
I89fS0 SF tga1W> big At 22h Od! PT MOT? ih tay 3! 


vai yay p=) Opn? 4 ‘ et a —— wel aiate am 
ee uf n4a0 anni, ts not? ae ivy ¥ aia lites suneth oft 26 


2 ; ugk ohalie a a , 
oe - To eo GOs.1.Re b=) AP pSOil os - el - gi : bat 4 vote oa w 


a 535i ane pte: ey prey VA22 mat No om wel Iemma 89 b ofl 
eu z re, a ou hee id c am tin 0. We 7 wales 2 is wty e ‘Ss 7 ; 


a 
tS 


120 


Summary of the Method of Approach 

Relevant location theory and the conclusions of past research 
were presented and related to the beef packing industry in Alberta. 
Secondary data on provincial slaughterings (adjusted for trade movements), 
the number of cattle on farms and provincial cattle marketings were 
examined to establish Alberta's competitive position in beef cattle pro- 
duction. Alberta data on the number and types of cattle on farms, distri- 
bution of feeder cattle, and cattle marketings by census division were 
discussed and the location of beef packing plants considered in relation 
to the evidence presented. The influences on packing plant location of 
transportation technology, the freight rate structure, government regional 
policy, regional differentials in the costs of labour, utilities, and 
other site costs were also discussed. The effect of utilisation of capa- 
city on industry operations was examined and some attempt was made to 
appraise the profitability of meat packing in comparison with other 
industries. A demand analysis suggested that projected increases in 
consumer demand and per capita beef consumption would continue to stimu- 


late the expansion of the livestock-meat industry as a whole. 


Conclusions 
1. The total provincial cattle slaughter figures on the 
number of cattle marketed indicated that Alberta has the highest levels 
of beef cattle production in Canada. Examination of the numbers and 
types of animals on farms by province further emphasised the speciali- 
sation of the Prairies, and of Aiberta in particular, in beef production. 


Data on feeder cattle purchases indicated that mere feeders are being 
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retained for finishing in Alberta. Fewer feeders were shipped to other 
provinces in 1971 than in previous years. The evidence suggests that 
Alberta will retain the lead in beef cattle production in future. The 
supply advantage of Alberta is probably the most important factor in 
explaining the decentralisation of beef packing plants. Alberta can 
also supply the needs of the packing industry for high grade cattle 

and carcases to satisfy consumer preference for high quality meat. 
About 75 percent of the province's beef production in 1971 was oraded 
choice or good, 

2. The distribution of finished beef cattle for slaughter is 
the most important factor influencing the location of beef packing plants 
within Alberta. The movement of feeder cattle is a major consideration. 
The census Divisions in Central Alberta have the largest cattle and calf 
populations and most of the sales at the Edmonton terminal market are 
feeder cattle. The Calgary market tends to handle finished cattle 
from the feedlots in Southern Alberta. Packers in Edinonton stated that 
they competed with feedlot operators when buying cattle, since animals 
of lighter weights which are suitable for slaughter are imported into 
the Southern census divisions for further finishing. This suggests a 
feeder supply shortage in the Lethbridge area. 

Packer optimism seems to have been temporarily excessive with 
regard to the expected rate of expansion in slaughter cattle supplies 
in the Lethbridge area, since the available evidence suggests that none 
of the three larger specialised beef plants in Lethbridge is operating 
at full capacity. Direct deliveries of cattle, however, from farms and 


feedlots to packing plants are more important in Southern Alberta and 
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are still increasing. The consequent ability of the plants to obtain 
additional slaughter volume from “the country" in this area was cited 
as a development which has favoured the expansion of Lethbridge as a 

packing plant centre. 

Plant procurement policy seems to be competitive. It was 
difficult to obtain information on the number of cattle slaughtered by 
week and the specific feedlots from which packers generally bought their 
cattle. The reason given for the reluctance to release this information 
was a desire to prevent competitors from attaining this knowledge. 

3. The evidence presented in this study suggests that trans- 
portation rates may not exert as great an influence on the location of 
packing plants as other studies have thought. An important factor which 
nas been under-emphasised is the practice of negotiating freight rates. 
The rates favourable to meat shipments on high volume routes between 
Alberta and Eastern Canada are a good example. Agreed charges negotiated 
between the shipper and the railway in relation to the volume and type 
of traffic guaranteed on specified routes and the distance to destina- 
tion can result in substantial rate discounts for dressed beef shipments. 
Continued cooperation between packers and the railways will promote 
greater efficiency and flexibility of transportation services which 
have a favourable effect on the freedom of choice of packing plant 
location. 

Locating plants in closer proximity to slaughter cattle 
supplies reduces the importance of local transportation expenditures 
in procuring cattle. In periods of short cattle supply, however, the 


costs become greater with each extension of the geographic procurement 
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area as packers search for adequate input volume. The competitive nature 
of packer procurement policy has a favourable effect on producer cattle 
prices, | 

The improvement in the local road networks in Alberta has 
encouraged better quantity and quality in trucking services. The actual 
costs of local transportation are probably less than the published rates, 
Since the evidence gathered suggested that rate schedules are frequently 
disregarded in favour of independent negotiations for specific hauls. 

4. Allowing for the bias in industry information on utilisa- 
tion of capacity, this study concludes that excess capacity is a problem. 
It is impossible, however, to give a reliable estimate of its extent or 
its precise effects. There are varicus possible alternatives in dealing 
with the situation: 

(a) Packers might use more conservative estimates of the 
number of livestock available andmore conservative interpre- 
tations of livestock statistics. 

(b) Cooperation and exchange of information between beef 
packers, livestock growers, and feedlot operators would help 
to "even out" seasonal variations in livestock slaughter 
supplies, which have caused problems in the regulation of 
throughput for packers in the past. Some packers do feed a 
limited number of cattle themselves, or arrange contracts 
with custom feedlots on the type of feeding programme and 
the breed of cattle they prefer, as well as the weights 


of finished animals and time of delivery. 


J.K.Galbraith, American Capitalism: The Concept of Counter- 
vailing Power, Revised Edition (Boston: Houghton Mifflin Co., 1956), 
Chapter IX, pp. 109-134. 
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(c) Assuming, however, that seasonal Supply variations 
will persist, packers should consider more flexible methods 

Of operation. For example, they could consider reducing 

the amount of capacity reserved to cope with peak supply 

periods in favour of operating at near capacity when 

marketings are smaller. Operations during the supply peaks 

could then involve overtime and double shifts on the slaughter 
floor. Possible limitations of cooler capacity could be cir- 
cumvented by expanding the "kill-ship" type of operation, which 
would allow meat to move through the coolers more rapidly when 
necessary. 

5. The study concludes that utilisation of capacity is an 
important factor in plant costs of operation and profitability. This 
conclusion is, of necessity, based more on an intuitive than an analy- 
tical judgement, since data for analysis were difficult to obtain. 
Important in the meat packing industry is the ability to "spread" fixed 
costs over mere units of output since, for example, there are considerable 
fixed resources invested in cooler capacity. The more frequently a 
packer can "turnover" the value of his fixed assets through sales ina 
year, the more successful will he be in reducing his fixed costs per 
unit of output. Traditionally, packers have achieved a high ratio of 
sales to fixed assets. If slaughter cattle are in short supply,not only 
does plant capacity tend to be under-utilised, but also variable costs 
per unit of output, such as labour and fuels, increase. Since the value 
added in beef operations tends to be less than in other packing house 


operations, there tends to be a lower ratio of profit to value of 
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sales. The volume of throughput, therefore, is important to beef packers. 
Despite the existence of excess capacity in beef packing, available 
financial information suggests that the meat packing industry has a 
Satisfactory record, in terms of returns on capital employed and price- 
cost margins, in comparison with some other industries. 

Packers can improve the profitability of operations by continuing 
to modernise existing equipment. The move in Alberta from integrated to 
Specialised plants has offset engineering obsolescence. Innovations in 
methods of operation and technology which accomodate changes in meat 
marketing will also encourage efficiency. 

6. (a) Consideration of the evidence in the study disproved, 
with one qualification, the hypothesis that government regional policy 
in the DREE programme has not encouraged an optimal pattern of packing 
Dlant location in Alberta. The three national packers with plants in 
Lethbridge have received the most assistance through capital and labour 
Subsidies, but the increasing density of the slaughter cattle population 
in Southern Alberta is a valid and important reason for the shift of 
the specialised beef plants to the same location. The changing location 
of beef cattle finishing would have encouraged and even forced the 
packers to move to Lethbridge in any case, regardless of whether DREE 
assistance was available or not. As a locational incentive therefore, 
DREE assistance has probably been unnecessary. Considering the relation- 
ship, however, between the density of slaughter cattle supply and the 
usual extension of plant supply areas, this study considers that the 
DREE assistance to the packing plant at Brooks may result in a non- 
optimal location, since Brooks is weil within the Lethbridge plants' 
supply area. None of the Lethbridge plants is working at capacity and 
the additional competition for supplies which the Brooks plant wil] 
create can be Breected to lead to problems of inadequate slaughter 


cattle supply in the short run. 
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(b) The DREE programme has also encouraged the modernisation 
of plant equipment. The availability of capital subsidies was probably 
an influential factor in the closure of an obsolete plant in Calgary in 
favour of a new plant at Lethbridge. The design and technology embodied 
in modern packing plant machinery are likely to reduce its inherent 
indivisibility and to allow more flexibility in coordinating the 
different production stages within a plant, which is conducive to 
greater productivity and a more efficient utilisation of equipment. 

The newest plant in Lethbridge, for example, will probably capture more 
potential economies as its production pattern is established, in terms 
of organised sources of cattle procurement and distribution outlets. 

(c) It seems necessary that DREE snould consider separately 
the impacts of its programme on the slaughtering and packing sector of 
the meat packing industry and on the processing sector. Because there 
seem to be more than adequate slaughtering facilities in Alberta at the 
present time, future assistance to this sector of the industry should be 
carefully considered. Further. expansion in this sector, which is 
presently operating at under-capacity, may have adverse effects on the 
industry's balanced development in Alberta, and such results would call 
the usefulness of the DREE programme into question. If, however, the DREE 
assistance were realigned more in favour of encouraging further processing 
before dressed beef left the plants or the region, more value would be 
added to the final product. Potential cost savings may result inasmuch 
as the freight rates on non-suspended meat products are lower than the 
rates on suspended meats. An increase in the movement of smaller cuts 


of beef or packaged products would, in all probability, stimulate further 
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negotiation of freight rates to accomodate such a development. While 
this study considers that DREE assistance could be more effectively 
distributed between sectors in the industry, it is not suggesting diver- 
sification along traditional lines, as at Edmonton and Calgary, where 
there are multi-species plants. The suggested developments in beef 
processing should be limited and selective according to appraisals 

of their potential profitability. 

(d) The processing sector of the meat packing industry tends 
to be more labour intensive than the slaughtering and packing sector 
which uses on-tne-rail systems and other labour-saving devices. In 
an expanding processing sector the experienced cutters, trimmers, and 
packagers required would result in more labour being retained in the 
industry. At present, DREE capital subsidies to slaughterers and packers 
are encouraging the substitution of capital for labour, despite the off- 
setting tendency of subsidies per job created. Expansion of employment 
is also beneficial to a region's economic development. 

(e) The national packers have already made some effort to differ- 

entiate their products and cne company in particular has attempted 

to promote its own branded beef product. Similar market opportunities 
still exist as there is a continuing consumer demand and preference 

for convenience foods. It is essential that the packers produce com- 
modities for which there is a demand; marketing and sales organisations 
could be modified and oriented towards market research, promotion 
techniques, and strategy. In view of the continuing strong consumer 


demand for beef, this study does not conclude that the DREE programme 
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should cease to encourage a flow of resources into the industry alto- 
gether, but that the flow of resources should be realigned and that the 
criteria and policy objectives on which assistance is based, be reexamined. 
DREE should also be concerned with the impact of its programme on the 
competitive environment in the Alberta meat packing industry when con- 
Sidering future applications for grants, since the concentration is 
already high in comparison with other industries. The benefits of finan- 
cial assistance granted so far have accrued mainly to the three national 


packers, 


Recommendations Concerning Further Research 

More research is needed to gain information on packing plant 
costs of operation. The data currently available are inadequate for an 
analysis which might reveal suspected inefficiencies or marketing prob- 
lems in the meat packing industry. To gain the cooperation of the 
packers, the experience gained from this study emphasizes the necessity 
of "public relations" efforts, involving the design of investigations 
of immeciately discernible interest tothe packers themselves. There 
has been some suggestion that the industry may be prepared to consider 
the impartial credentials of an agency such as the Agricultural Economics 
Research Council of Canada. 

Possible projects might include methods to further improve 
Capacity utilisation and coordinated, innovative marketing strategies. 
The potential of centralised beef preparation systems, for example, 
deserves further study, since the problems encountered by American 


packers must be defined and avoided in the Canadian context. 
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Closer cooperation between researchers and the industry could 
result in objective approaches to current problems and the exploration 
of opportunities which would benefit the packers, the livestock pro- 
ducer, the consumer, and the economy in general. The success which 


permits complacency has not yet been achieved. 
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APPENDIX A 


rigqueeiyy 


NUMBER OF CATTLE SLAUGHTEREO IN INSPECTED AND UNINSPECTED ESTABLISHMENTS, 1960-1971 


Year Maritimes? 


1960 elite 
1961 35,165 
1962 41,70) 
1963 35,508 
1964 38,782 
1965 44,889 
1966 38 ,004 
1967 36,200 
1968 30,621 
1969 30,212 
1970 32,111 
197) 36,905 


1960 33,000 
1961 32,400 
1962 30,006 
1963 33,600 
1964 34,700 
1965 38,600 
1966 41,200 
1967 32,000 
1968 38,100 
1969 34,200 
1970 30,450 
197) 30,025 


4 Does not include Newfoundland. 


b Stricter provincial inspection forced many plants to meet new standards or to cease 


operations. 


Quebec 


236 396 
207,792 


208,392 
236,347 
263,597 
205,253 
196,407 
217,429 
227,516 
238,929 
198,528 


79,000 
78,500 
92 ,300 
96 ,000 
89,000 
98,500 
93,000 
78 ,500 
84,000 
64,000 
61,000 
59,000 


Ontario 


669,118 
664,916 
707,841 
758,128 
859,54) 
981,233 
930,122 
877 ,536 
O153319 
923,126 
896 ,922 
915,126 


95,000 
99,000 
107 ,000 
100,000 
87,000 
87 ,000 
91,000 
84,000 
63,100° 
133,323 
131,851 
132,875 


TABLE A.3.1 


Manitoba 


Saskatchewan 


ee 


Inspected Slaughter 


362,58) 
389, 283 
324,58) 
331,183 
393,231 
470,420 
462,907 
450,690 
467 ,666 
428,085 
422,236 
425,296 


Uninspected Slaughter 


4,206 
4,300 
4,000 
4,700 
4,600 
7,000 
8,300 
7,300 
7,900 
7,600 
7,200 
7,100 


102,795 
119,410 
112,569 
US o72 
133,887 
150,943 
168,906 
152,984 
156 ,037 
162,311 
153,845 
155,722 


11,900 
12,100 
11,200 
10,700 
11,800 
11,500 
13,000 
14,200 
14,200 
12,500 
12,700 
11,600 


Alberta 


440,43) 
534,173 
562,166 
606 ,293 
686 ,084 
746 ,674 
813,669 
846,419 
899,931 
860,475 
895,320 
1,015,967 


28,100 
27,700 


27,300 
25,800 


28 ,900 
33,000 
33 ,000 
32,000 
35,200 
32,300 
27,500 
32,100 


British 


Columbia 


103,270 
90,734 
69,865 
71,240 
74,388 
76,758 
86,278 
81,552 
97 376 
86 842 
61,470 
39,364° 


20,500 
20,500 


26,500 
25,500 


27 ,500 
35,000 
37 ,600 
37 ,000 
37 ,050 
49,305 
34,900 
29,200 


Canada 


1,941,703 
2,041,473 
2,028,159 
2,126,716 
2,422,260 
2,734,514 
2,705,139 
2,641 ,788 
2,784 ,379 
2,718,567 
2,700 ,833 
2,786,908 


271,700 
274,500 


298 ,300 
296 ,800 


283 ,500 
310,600 
317,100 
285 ,000 
279,550 
333 ,228 
305,601 
301 ,900 


2 Many smaller slaughtering plants ceased operations in 1971 (information from Statistics 


Canada. 


Source: Statistics Canada, Livestock and Animal Procucts Statistics, Cat. No. 23-203 (Ottawa: 
Queen's Printer, 1960-1970). 


, Livestock Estimating Unit, Agriculture Division (unpublished information, 


Ottawa, 1972). 
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ESTIMATED LIVE CATTLE FLOWS FOR SLAUGHTER FROM 
ALBERTA TO BRITISH COLUMBIA, 1960-19718 


ee ees ee ee ee 


Year Number of Head 
1960 36 892° 
1961 36 892? 
1962 36 ,323 
1963 37,952 
1964 36,400 
1965 31,008 
1966 39,708 
1967 31,511 
1968 36 ,054° 
1969 40,596 
1970 24,065 
1971 4,8794 


Figures for 1962-1967 were obtained from the 
British Columbia Department of Agriculture Report, page 29, 
quoted below. Figures for 1969-1971 were taken from the 
Annual Reports of the Aiberta Public Stockyards. 


Based on the average flow for 1962-1964. 
Based on the average flow for 1967 and 1969. 


d Many smaller slaughtering plants in Vancouver have 
been closed (information from Statistics Canada). 


Source: Britisn Columbia Department of Agriculture, The 
Beef Cattle Industry of British Columbia (May, 1969). 


Canada Department of Agriculture, Edmonton, Calgary 


and Lethbridge Livestock Market Reports (Edmonton, 
Calgary and Lethbridge: Canada Department of 


Agriculture, 1969-1971). 
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TABLE A.3.5 


BEEF CATTLE: NET EXPORTS IN ‘OOO POUNDS ALLOCATED ON 
BASIS OF SHARES IN PRAIRIE SLAUGHTER® 


Year Manitoba Saskatchewan Alberta 
1960 40.437 122055 51.668 
196] 82.464 27.564 Wisd7 4 
1962 69.252 264085 124,232 
1963 34.700 13.094 65.305 
1964 17.876 6.541 e725 Hy 
1965 89.063 30.288 145.403 
1966 63.304 24.419 113.754 
1967 19.128 6.985 36.698 
1968 28.744 Ome” pees 
1969 9.292 32/29 19.043 
1970 Net Import Year 

1971 Net Import Year 

oe 


The average warm dressed weights of inspected slaughter 
vere used (see note a to Table 3.2, p.38 ). The difference 
between warm dressed carcase weights and the cold dressed import 
weights was assumed to be insignificant and was therefore dis- 
regarded for simplicity of calculation. 


Source: Calculated from Statistics Canada, Livestock and Animal 
Products Statistics, Cat. No.23-203 (Ottawa: Queen s 
Printer, 1960-1970); Statistics Canada, Livestock 
Estimating Unit, Agriculture Division (unpublished 
information, Ottawa, 1972). 
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FRESH, }GHILEEDCORNEROZEN BEER; 


Year 


1960 
1961] 
1962 
1963 
1964 
1965 
1966 
1967 
1968 
1969 
1970 
197] 


Source: 


FRESH s=ChaLLED-OR FROZEN*® BERR. 


TABLE A.3.6 


TO EACH PRAIRIE PROVINCE ON THE BASIS OF SHARE 
OF PRAIRIE SLAUGHTER 


Manitoba Saskatchewan 
laropel is 0.694 
6.452 Ze\o6 
0.483 Onioe 

Net Import Year 
7.648 2.198 
29.167 102123 
18.584 Helos 
4.101 1.498 
WSs924 4.980 

Net Import Year 

Net Import Year 

Net Import Year 

Refer to Table A.3.5. 


TABLE A.3.7 


Ow Pr 


NET EXPORTS (‘000 L8S.) ALLOCATED 


Alberta 


.834 
.214 
.867 


13.740 
48.597 
33.394 
Leos, 
27 .380 


NET IMPORTS (‘OOO LBS.) 


ALLOCATED ACCORDING TO SHARE OF EACH DEFICIT REGION 


British 
Year Maritimes Quebec Ontario Columbia 
1963 0.383 12342 OFA 0.503 
1969 9.608 OIF OIS 11.526 12.865 
1970 6.035 23.905 8.288 9.630 
1971 0.465 917 0.619 0.770 
BEEF CATTLE IMPORTS: CONVERTED TO ‘O00 LBS. 
1970 Pets: 6.209 ew ey 2.501 
1971 loss 6.745 2.179 2./09 


Source: 


IN THE TOTAL ANNUAL DEFICIT 


Refer to Table A.3.5. 
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TABLED A. 3.8 
TWO DIFFERENT ESTIMATES OF TOTAL NUMBERS OF CATTLE 


SLAUGHTERED IN BRITISH COLUMBIA® 


Statistics British Columbia Department 
Year Canada of Agriculture 
goes) & 96,365. 106,714 
1963 96,740 111,055 
1964 101,888 116,926 
1965 ey oo 121,843 
1966 123,078 e653 13 


a 
Comparing these figures, it seems likely that the 
official figures for British Columbia for total slaughter 
(inspected and uninspected) are underestimates, in that some 
of the uninspected slaughter is not recorded. The British 
Columbia beef deficit, therefore, may be less than the offi- 
cial figures suggest, although the difference may be small. 
The main comment, however, is that in a similar manner the 
official cattle slaughter figures for the Prairie Provinces 
may underestimate surplus slaughter cattle output for beef. 


Source: Statistics Canada, Livestock and Animal Products 
Statistics, Cat. No. 23-203 (Ottawa: Queen's 
Printer, 1970); also Statistics Canada, Livestock 
Estimating Unit, Agriculture Division (unpublished 
information, Ottawa, 1972). 

British Columbia Department of Agriculture, The 


Beef Cattle Industry of British Columbia (May, 1969). 
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APPENDIX B 


TABLE BS 
DATA USED TO ESTIMATE CANADIAN DEMAND FUNCTION FOR BEEF 


Se ee ee ee ee ee ee eee eee eee eee 
re ee 


Consumer Price Index 1961 = 100 


Consumption of Beef Beet Pork 
Year pel cCapicam (1S) Component Component __All_Items 
1960 70.0 100.7 oh ee! hal 
196] 7025 100.0 100.0 100.0 
1962 ele 109.6 OS Tole 
1963 74.3 106.5 O33 103.0 
1964 79.4 103.0 101.0 104.8 
1965 83.6 10753 Lay 107.4 
1966 84.1 18S 13033 h1ie4 
1967 84.0 124.2 Wes 115.4 
1968 San 12603 116.8 WAU 
1969 88.2 13 Om7, 130.6 12555 
1970 Coa) 140.7 128.1 a20e/ 


ISP) 86.9 144.3 109.6 133.4 


Note: The regression technique used to estimate per capita con- 
sumption of beef in Canada was based on the data in 
Table B.3.1. The two provincial variables used were 
population and personal, disposable income. These data 
are presented in Tables B.3.2. and B.3.3. 


Source: Statistics Canada, Estimates of Production and Disappearance 
of Meats, Cat. No. 32-220 (Ottawa: Queen's Printer, 1960- 
17s 


Statistics Canada, Prices and Price Indices, Cat. No. 
62-002 (Ottawa: Queen's Printer, 1960-1971). 
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THE REGRESSION RESULTS 


The price indices for beef and pork and the per capita income 
figures were all deflated by the general consumer price index before 
the regression analysis was carried out. 

A Canadian demand function for beef was estimated using the 
two price indices and real per capita income as the independent variables. 
The regression coefficients were then assumed not to vary significantly 
for the provinces. Similarly, it was assumed that the regional prices 
moved in sympathy with the Canadian indices. This assumption was made 
partly because of the difficulty of obtaining comparable regional time 
series price data. It is not unreasonable to assume, however, that 
regional differences in meat prices may be partially offset by regional 
income differentials. Where prices tend to be higher, income usually 
tends to be higher. The regional, real income per capita variables 
were then applied to the estimated Canadian demand function to extra- 


polate provincial per capita consumption estimates for beef. 


Results 
Two functional models were tested: a simple linear model and 
a double log model. The two functional forms gave results which were 
not significantly different so the simple linear model was used. The 
estimated Canadian function was as follows: 


oe oF 49 .69634 - 0.5905P,, + 0.20677/P), + 0.041881 
(0.013206) (0.04791) (0.00258) 
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where C. is per capita beef consumption, Pp the price of beef, Pp the 
price of pork and I, per capita, personal, disposable income. The 
standard errors associated with each estimated coefficient are presented 
in brackets. The estimated coefficients were all tested and found to be 
Significantly different from zero at the 5 percent level of significance. 
The degree of variation explained by the fitted equation was 97.68 percent. 
The per capita income variable alone accounted for .93.8 percent of the 
variation in per capita beef consumption levels. On the basis of the 
provincial income differentials, provincial per capita beef consumption 
levels for the period 1960-1971 were estimated (Table 3.7, p.qg ). 

While these estimates should be an improvement on crude consumption 
calculations based on average Canadian consumption figures and pro- 
vincial population levels, the lack of reliable and comparable 
provincial data series for all] the variables included in the regression 
analysis may still lead to deficiencies. For example, it is possible 
that the Prairies consume more beef than the estimates indicate since 

it is likely that a considerable part of farm kill and uninspected 
Slaughter is unrecorded by tte official figures. A report on the 
British Columbia beef industry indicates that this is the case in that 
rence. It seems reascnable to assume, however, that even allowing 
for any deficiencies in the provincial estimates, similar regional 


consumption trends will continue in the near future. 


British Columbia Department of Agriculture, op. cit., pp. 
27-29 and Table A.3.8 (p. 145) of this study. 
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APPENDIX C 


TABLE C.4.1 


ESTIMATED NUMBER OF CATTLE ON FEED IN ALBERTA 
AT JANUARY 15, 1969-1971 


Southern Central Northern 
Region Region Region Percentage of 
Year C.D. 1-64 C.D. 7-11 C.D. 12-15 Province Previous Year 
1969 372,234” 250,245 Theil 701,190 
1970 604,980 445 ,304 120,195 1,170,479 166.92 
1971 637 ,000 433 ,000 129,500 1,200,000 102252 
a 


Crp. 9 1S combined Writ. Dp. S. 


b 1969 figures are not strictly comparable since the 
weight classifications of feeders were altered in this year. 


Source: Calculated from Alberta Department of Agriculture, 
Agricultural Statistics (Edmonton: Alberta Department 


of Agriculture, in cooperation with Statistics Canada, 
1969-1971). 


155 


3 Jaa 


steupn 12-0933 Mo auTTA7 0 arate 
~ PRRE-29ET TRAUMAL 


arvarttueal -  feetago- Meee 2 7 
wa ine vy nchoak notpat not 
vn aaah etvow) if<f! 09 Ei<% 3.2 "s-t Ad ss 7 
oer, 10 rey at ee 08S Snes ist - peer na 
Se0af . GVA Ot.I f07, CS! ot, 28h 062,509 «Oe ? 
sas6f  obo.ces,t  o08.e3r Ome, ce O00. SEB = TNO 
—_ ; : G £ 0.1 Wie bey hana ay. #0.) ad —— 
*- oA? omit? dcarsedeo: vigoPtiz Jon ete zeae’ eoeT d 
oe aoy 210 at bevells oven 20atea) Sd-2naigesi?azet> Shorted 


w 
~ ee 
-~_ * 


ie only i *0 dro eaneh aj"anttA wan? tec cfuolad seomuoe 


Sipettége" efendiA inaisomhe} 2abve wed Pen 
sBRENS) ToTPeis use Asi; sq iieanimeey fn yor 


.(Ftel-eaet 


156 


be 


abplaquys 


Els tL 
G6S"t 
L92° 80 


Goa. lic 
290° 7S 
cc0° 6 
Scaad 

LES* LZ 


Shes 
Gist 
869°? 


088° 02 
GO eS 
969° 877 


G9L*2 


9”° 02 


ce 


yeah 


a a 


OZ6L 


C16 31 
LE6°V 
ES 8b 


98E* 22 
6€7°8S 


Ciecs 


p9e'v 

O7S*€2 
EGC 
SEE 
ev 


6961 


Ud UOUIP 


€oh Jeandye 


(1/61-896L Sanz [NoLuby so JUsWyuedeq epeued 
SbpLaquy}a] pue vojUOUpPRZ “AueHpe7g JO SZUOdaY FOxWeW. YOOPSEAL) Found nods 


a eS SS 


sabplLuquye7] ‘uozuowpy ‘Aueble9) 
By #0 qUdUunUedag epeues 


O42°8L 
0S6°S 

ecb 9 
998° L2 
80E° 99 


098°€S 


LSe°p 
196° E? 
L9 


8961 


cf 

cll 

vv 
GvS° tl 
Egl*s 
PAN Males ha 
280° 0S 
L9v° OL 
295°6 
g9e*€ 
c9 


LZ6L 


Kaeb Ley 


9/ 

OLL 

Ol 
rovett 
656° 
Valero! 
6825S 
868‘8 
78°6 
ey6‘t 
O0L 


OL6L 


SCUVANIOLS DITANd WLYIGTY SHL LY SSTVS AIOLSSATT 30 NIOIYO 


SUL 
900 


oL 
€2G°E? 


€0E°S 
L6e° Ost 
c0e*s9 


p90*Ll 
L20° LL 


yl0°9 
OL 


696L 


ol 


OOL 
SoS 


Lvl 
COL ce 


G29*?l 
06° LOL 
8zL* L9 
816 °c 
LGO- El 
por*9 
she 


8961 


sa04N0S 


Sal 
v1. 
3! 
ol 


ay 7 7 a4 a = 7 _— 
_ PORAYAQOT2 DTJGyA ATHIAIA BHT TA @SIAZ ADOTSTVAS 30 MIBIAO” 


ArB.e es O65 _° OF fe =f Oe 
0,55 +> af eC a a 
ane, t -- -- - DE S02, 8 B8B,8 TSO0f TS0,ef Bag 
== eet Ea a - & eos TH, Of BOB8 BOI, shesf 
ath.t ose “ -- BEE —- $20,027 208,12 £06.85 SST, %0 20 
i = = 2. - fe SPY.StT St, Sef TOC, Gat Oe, Tet Be Gar 
=_~% [3,25 Of 052,55 by,c5 Ech2 Ge OER SRF Fe 
—- 3 ESE.¢ . tal “ae TS ee rot,ei f9¢,€8 SOt, 66-6 aie 
= = : ap Gi er Fat 0:4 


-- vs. 253..%- 6 ce. ee. os os — 
= ~ Tet | |Sa,st fee Se -- _— - 
~~ - 82 Sf i4e.b 20,2 — a 


-_ a=  fe.1? 291.0% Steet oe = < — 


2. , eeeyiuat 7. Tee a ae 
operand |, ‘ : 


— 


APPENDIX D 


“9g ‘d S(L/6L Sepeur) vOLZewrosuy 
=eMe170) O/8-ZE JY “ON *2e) SSeduy LeLosds pue SUOLDEY payeudiseqg ul Auysnput 
AO} SOALLUBOUT JUAWCOLDAEG epeueg SuUOLsUedXy ILWOUODA peuoLboy JO JUuauguedeg :ed4nos 


“e1usd|y 0} SaL_dde uoLzedlLy!sse_d SLY] 


e 

pazeaus qgof uad goosz$ 03 dn 

pue 1S09 Leyided 40 %OL 02 an 4509 [eqideo jo %OL 02 dn (peLoeds) 9 
‘pazeauo qof uad ooo0sgs 0} dn 
pue 1509 [eyided Jo %GzZ 03 dn 2809 jeqideo 4o %OZ 02 dn p(PAepueds) q 
“pareauo gof uad ooosz$ 03 dn 
pue 1S09 ,ezided 4o %GE 03 dn 4509 [e1ided so %OE OF an (Ofaue lay ay 


ee ee a ee ee ee ee ee 


MeN AO SZURLd MeN 


aaa a On aa a aaa 


NS 
SReee eee eee eee eee eee ee eee EE 


LZ6L “NOTDSY AG SINVYD JATLNSONI WAWIXWA <=NOISNWdX3 JIWONOIA TWNOTSE 40 INAWLYYd3d 
oy ea ey 


158 


ie 7" —- _ — 
: if kale art 


MSOMT MUMTKAM  <HOL2MASXS STmonOaS- a 


4 


z) : cf 


ee 


walk 10 27n6{4 welt ; Fi : - Bone 
otenaqed Jouder4 a b> Soares tphoM\ancrenages 


i ¢ 
Aen io 


e ‘—rr s les mgt -. ; 
4 « C t? .oORtkL |} OFTEXOI! nae : 7 
i oe : "i 
wd * ° a 
* - . y ‘ + 
LJ *- . * 
. , ro 
. ae hid r 
7 y i . r 
@ * , 
' 
’ 


159 


LIST OF CONDITIONS ATTACHED TO THE D.R.E.E. INCENTIVES PROGRAMME, 1971° 


Teach application for assistance will be reviewed and analysed in an 
economic feasibility Study conducted by D.R.E.E. at the discretion 
of the Minister. Any offer remains open for 90 days. 


2. The feasibility study considers: 
a) extra costs or risks of a project because of its location. 
b) other public costs such as utilities, pollution control, etc. 


c) the probability and nature of other development that may follow 
(linkage effects). 


d) social benefits from the amount, nature, and location of the 
direct and indirect employment created. 


3. Definitions: 


a) approved capital costs: these include the cost to the applicant 
of purchasing buildings, equipment and machinery plus the direct 
costs of designing, acquiring, constructing, transporting and 
installing the assets. 


b) the number of jobs directly created by a project: the average 
number of employees in, or based upon, the facility during the 
second and third years of commercial production. 


c) a loan guarantee: D.R.E.E. may improve the security available 
to the lender by guaranteeing part of a loan if a borrower is 
unable to borrow the required amount on reasonable terms for 
a viable project. 


d) new product expansion: the additional products must be ones 
that could not be manufactured or processed economically with 
the existing machinery and equipment of the plant. 


4. Qtner conditions: : 
a) minimum investment: for an expansion or modernisation, approved 
capital costs must be at least $30,000; for a new plant or new 
product expansion, the approved capital costs must be at least 


$60,000. 


For a more detailed explanation of definitions and conditions 
of the programme, refer to the Office Consolidation of the Regional 


Development Incentives Act, 1968-1969, c.56 amended by 1970-71, c.10 


and the Regional Development Incentives Regulations P.C. 1969-1971 as 


amended by P.c. 1971-145 (Ottawa: nformation Canada, 1971). 
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b) equity requirement: for a new plant expansion or modernisation, 


SOUnCe: 


the appiicant must provide equity capital which is at least 20 
percent of the approved capital costs, and 20 percent of the 
book value of the existing facility. 


the applicant must cooperate with Canada Manpower Centres in 
his recruitment and training of manpower and must undertake 
to employ to the maximum extent practicable, residents of 
the region in which the facility is located. 


the applicant must give Canadian manufacturers a reasonable 
opportunity to supply competitively, the machinery and equip- 
ment for the project. 


development incentives are exempt from income tax, but the 
amount of a grant cannot be depreciated as a capital cost 
for tax purposes. 


Canada Department of Regional Economic Expansion, Canada 
Development Incentives for Industry in Designated Regions 


and Special Areas, Cat No. RE32-870 (Ottawa: Information 
Canada, 1971). 
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PIGURETE.4.1 


DISTRIBUTION OF THE U.S. CONSUMER DOLLAR ON A 3 LB. T-BONE STEAK 
AT $4.47, 19724 


Rancher $2.42 


Supermarket 
98¢ 


Trucker & Agent 9¢ 
Packing House 9¢ 


Source: Life Magazine, April 14, 1972, p. 3. 


s Alternatively, the cost of a beef animal to various agents 
WSS 
Price/1b. paid Totali¢os t/ 
by each "buyer" Head Paid 
Rancher (700 Ib. calf) $200 cost to 
rear one calf 


Feedlot (average net profit $1.55/head) 38¢ $266 
Packer (1,000 1b. animal) 35¢ $350 
Retailer (620 Ibs. dressed)* 

(needs 82¢/1b. to cover costs) 53¢ $328 
Consumer (440 lbs. of saleable meat)** $100 $440 


* U.S. carcase yield includes kidney, suet, etc., so it 1s 3-4% higher 
than the Canadian yield 


kk Joss because of shrink, trim, fat, and bone. 
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APPENDIX F 


DESCRIPTION OF PACKING PLANT OPERATIONS 


This Appendix gives a brief account of a meat packer's mathod 
of business and packing plant technology. This material is largely 
based on papers by Child! and Leckie.“ 

Live animals are not collected in quantity at a plant before 
Slaughter. Instead, efforts are made to ensure a steady slaughter flow 
in daylight hours. The procedure considered optimum for animals going 
through a central stockyard is to deliver them to the yard during the 
night and to transfer them to the plant as soon as possible in the day. 

A prime objective is to minimise shrinkage and bruising through trans- 
portation and waiting time. 

Livestock are obtained by the packer in several ways: 

1. Direct sales from the producer's farm to the packer. Price 
can be negotiated directly by a travelling packer buyer, at the plant at 
time of delivery, or over the phone in advance of delivery. 

2. Sales from the producer, to the stockyard, to the packer. 
Packer buyers purchase animals from commission firms each market day. 

The agencies or auctioneers at country auctions may offer lots over the 
phone to packers. 

The packer buyer must analyse the current supply situation 
which determines price changes. He has the task of getting enough 


throughput at some ceiling price. In periods of short supply this 


| A.J.E. Child, Economics and Politics in U.S. Banking and 


Other Essays (Saskatoon: Mid-West Litho Ltd., 1965). 


2. K. Leckie, "Canada's Meat Packing Industry" in"Canada's 
Beef Industry. Proceedings of the and Workshop of the Canadian Agri- 
cultural Economics Society held at Banff, Alberta, June, 1970,' 


Canadian Journal of Agricultural Economics (June, 1970), pp. 20-52. 
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is complicated by strong competition from other buyers and by seasonal 


variation in supplies which bids up prices. 


Classification and Structure 

Plants may be federally inspected (mandatory for interprovin- 
cial trade) or provincially inspected--or other, if any--and may 
Slaughter all species, specialise in one species, or have a custom kill 
Operation. Plants may be horizontally integrated (multiple plant 
packer), independent, or co-operative (farmer owned). They may 
Operate as fresh meat slaughterers or produce processed products and 
by-products. The processing (non slaughter) operations can be 
wholesale cut-up or breaking, general or specialised processing 
(wide variety, chains, independents, etc.), specialty products ~ 
(sausage, meat pies, etc.), purveying (portion controlled meats and 
packages), or meat canning. 

The slaughter line is a disassembly process with each man in 
a large plant performing one specialised operation for dexterity, 
quality and speed. Carcases are chilled just above freezing point and 
without touching each other for 24 hours to remove high body tempera- 
ture. Cooler capacity limits plant capacity since no more animals can 
be slaughtered in a day than the cooler will hold that night, regard- 
less of efficiency. A recent development used to relieve pressure on 
coolers is the "kill-ship" operation which either moves carcases 
(especially pork) from slaughter to refrigerated trucks or rail cars 


or does not hold beef for ageing for the Alberta domestic market. 
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Effective use of by-products--hides, skins, edible tallow, 
tankage (protein residue from fat and bone rendering), fancy meats 
(heart, liver, etc.)--may prevent losses on beef. In the plant the 
emphasis is on technical skill, the absence of waste motion, controlled 
temperatures and a high level of machine maintenance and sanitation 
to comply with federal inspection regulations. 

The packers' sales organisation has changed to deal more 
with large chain buyers than with independent retailers. The problem 
is to sell the meat at peak freshness for the best possible price. 

The main problem for each plant is to keep each production 
stage operating as near capacity as possible and in co-ordination with 


Other stages. 
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